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MANPOWER UTILIZATION IN THE FEDERAL 
GOVERNMENT 


MONDAY, NOVEMBER 30, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION 
OF THE ComMITTEE ON Posr Orrice AND Civin SERVICE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 1:30 p.m., in room 215, 
House Office Building, Hon. James C. Davis, chairman of the sub- 
committee, presiding. 

Mr. Davis. The committee will come to order, please. 

This Subcommittee on Manpower Utilization of the House Com- 
mittee on Post. Office and Civil Service functioning under authority 
of House Resolution 78, 86th Congress, is today beginning the third 
in a series of public hearings during this session of Congress relating 
to manpower utilization of Government employees. These hearings 
are a continuation of prior hearings and investigations and studies 
of civilian employment in the Federal Government by our subcom- 
mittee. 

Our studies and investigations in the use of our Federal employees 
have to date indicated several interesting and, to a degree, disturbi 
facts. First, we have noted an increasing demand on the Feder 
Government for services and, therefore, growing requirements for 
more personnel. Undoubtedly, as our population grows and our 
economy expands, we face, and will face requirements for career 
civilian personnel in the Federal Government, for example in the 
Post Office Department and in the social security program, both of 
which are constantly expanding. We recognize also the additional 
demands resulting from new or expanded services resulting from con- 
gressional action. Our subcommittee is, however, also cognizant of 
the necessity to recognize increased productivity of the individual 
worker. With low turnover, improved use of machines and office 
equipment, and the efforts of management engineering groups in the 
departments and agencies, we should expect and should receive more 
green ga results with the same or fewer Government personnel. 

doubt that in many areas of the Government our techniques to 
determine manpower requirements fully recognize the potential in- 
creasing productivity of the Federal employee. There are, however, 
several agencies in the Federal Government which have made notable 
progress in reducing personnel costs despite new and/or expanded 
functions. 

Secondly, our subcommittee has noted the failure of top manage- 
ment in several areas of the Federal Government to evaluate effec- 
tively the functions being performed and to correct the overlap and 
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duplication of effort in carrying out these missions. In 1955, this 
subcommittee called upon the departments and agencies of the Fed- 
eral Government to analyze their functions. Considerable progress 
resulted from that where that request was complied with. 

Today we again call upon top management of the departments and 
agencies to review their functions and to assign priorities, to elimi- 
nate the functions which have become obsolete. As functional studies 
are made, whether it be, for example, in supply, personnel administra- 
tion, or financial management, there will undoubtedly be avenues 
opened for eliminating duplication and for improving methods of 
operations. It might be both illuminating and profitable if our top 
administrators took a new and penetrating look into the priority of 
the functions now being performed by their agencies and the methods 
and procedures used by their employees. 

Thirdly, we are quite conscious of the growing trend in the Federal 
Government to contract out services, jobs. and even management re- 
sponsibilities that historically have been performed within the Fed- 
eral Government. This trend alone is of vital interest to our career 
Government personnel and to our taxpayers. However, we probably 
should have an even greater interest in the cost-plus-fee type of Gov- 
ernment contracts. In 1957, 33.4 percent of the Defense Department’s 
goods and services were procured by cost-plus contracts. This past 
fiscal year, 1959, the percent increased to 40.9 percent, which means 
that last year the Department of Defense bought in excess of $9 bil- 
lion worth of goods and services on a cost-plus basis. Our subcom- 
mittee is mindful not only of the potential manpower implications 
that can arise when a department contracts out its work, but also of 
the testimony by Defense Department officials in recent months that 
they have only a limited control over the salaries and fringe benefits 
of these defense contractors. Numerous instances have been brought 
to this subcommittee’s attention whereby the defense contractor, often 
on a cost-plus basis, is paying considerably more in salaries than is be- 
ing paid Government employees for the same work. In turn, defense 
contractors often go to the Federal Government for career employees 
who have been trained in the Government work that is fairly similar 
to that which is now to be done by the contractor. 

Our subcommittee has been greatly impressed in recent years with 
the reduction of civilian employment in the Defense Department. In 
fact, we have congratulated the Defense Department on cutting its 
civilian payroll with the hope that they are doing a better job with 
fewer people. We must, however, recognize that the Defense De- 
partment is continuing to contract out functions that have been, or 
might now be performed within the Government. It is interesting to 
note that since 1955 the Defense Department has reduced its civilian 
employment by over 115,000. In turn, the use of defense contractors 
has grown. 

We are interested to know if that means that work formerly per- 
formed by career civilian employees is now being done by defense 
contractors and by military personnel. 

In analyzing this manpower management problem, I hope that the 
Defense Department officials first have recognized that to reduce its 
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civilian labor force and then to contract out or to use combat-qualified 
military personnel in support functions can in the long run prove to 
be false economy. 

Secondly, I trust that top management in the Defense Department, 
as well as in the other departments and agencies of the Federal Gov- 
ernment has the conviction which I have, and which this subcommittee 
has, that more work can be accomplished with the present personnel. 

However, this is dependent, as I said earlier, upon top management 
taking a critical look at their functions, the techniques of operations, 
and the overlap and duplication of effort. The planning and review- 
ing, of course, must be followed up by positive action if it is to be of 
any benefit. Fortunately, we have in the past seen examples of this 
positive action by top management in the Federal Government, and 
certainly including the Defense Department. 

We are always glad to have representatives of the Bureau of the 
Budget, as well as the Office of the Secretary of Defense, come before 
our subcommittee, and we genuinely appreciate your cooperation. 

Today we are pleased to have as our first principal witness, the 
Honorable Elmer Staats, Deputy Director of the Bureau of the 
Budget. Before he begins his statement, however, I believe, Mr. 
Johansen, you wanted to make a statement. 

Mr. JoHanseN. Yes, Mr. Chairman. Because I was the author of 
the amendment to the last Federal Employee Payroll Act, which 
sought to establish the principle that, as far as possible, the additional 
cost of the pay increase should be absorbed by the nonfilling of va- 
cancies, I would like to make a comment or two as to the record dur- 


ing the . year. 

t will be recalled that at the time of the corresponding hearings 
a year ago, we had word of the Executive order issued in September 
1958, which ostensibly called for a 2 percent reduction in personnel 
to implement the provisions of the amendment that I referred to. 
It was brought out during the testimony a year ago, that actually this 
order, as issued by the Bureau of the Budget under that date, called 
for a 2 percent reduction below those employment levels which could 
be reasonably financed in appropriations for the fiscal year 1959. 

I would like to point out that if the 2 percent figure had been ap- 
plied to the June 30, 1958, figure for civilian agencies, the total reduc- 
tion would have been 47,115. According to the figures that I have 
before me as provided by the staff, the actual reduction was 26,573. 
On the basis of the 2 percent if applied to the Defense Department 
figure as of June 30, 1958, the reduction would have been 21,941. 
The actual reduction, as shown by these figures, was 19,423, which is 
not a discreditable showing if we can assume, and I am not convinced 
that we can, that these reductions were not offset by contracting out 
of work or by the assignment of military personnel for those duties. 
The most revealing figure, however, is that if the 2 percent reduction 
had applied to nondefense departments of the executive branch as of 
June 30, 1958, there would have been a reduction of 25,164. 

Instead the evident reduction was 7,150. Now, again, assuming 
that the Defense Department figure is valid and assuming that it 
does not represent offset in the terms of contracted out employment 
or uniform personnel employment, this bears out the repeated state- 
ment that it is in the nondefense agencies of the executive branch 
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that we are failing to receive cooperation in the matter of effective 
manpower utilization control, so that the excuse and alibi that this 
is all something vital to defense just is not something borne out by 
the figures. 

_ I believe the President of the United States is earnestly concerned 
about this problem and for the reason that I believe it, I make bold to 
offer this further comment. Speaking before the Economic Confer- 
ence breakfast at the Statler Hotel on November 2 of this year, the 
President said to those assembled : 

I for one hope that you will not forget what telegrams, letters, and telephone 
ealls coming in by the millions can do to help the Congress, and the President, 
and the entire organization that he heads, in doing the right thing. 

And I interject there that he was referring to the matter of the 
balancing of the budget. The President added : 


This I would feel would be one of the great services you can now accomplish 
for the United States of America. 


I would like to respectfully suggest that one well-conceived and 
designed letter from the President of the United States to the depart- 
ment heads carefully followed through and carefully implemented on 
the insistence of the President of the United States would do a great 
deal more than a million letters from the taxpayers, because I am con- 
vinced that the President of the United States, if he will set his mind 
to it, can, by Executive order, offset this disgraceful showing, par- 
ticularly by the nondefense agencies, and I intend to direct my ques- 
tions to the witnesses to determine what they are doing to carry out 
the intent of the President in this field. I intend to direct my ques- 
tions as to the extent to which they are offsetting and negativing these 
reductions in apparent civilian manpower by contracting out, and 
yarticularly in some of the nondefense fields as well as the defense 

eld, and I intend to direct my questions as to what they are doing 
to offset these savings and reductions in civilian manpower by an 
assignment to uniformed personnel. I believe, as I said, that the 
President is serious about this. 

I do not believe that there is a corresponding earnestness on the part 
of the heads of the agencies and on the part of the personnel in the 
agencies, and that is particularly true in my judgment with respect to 
the nondefense agencies. 

Mr. Davis. Thank you very much for that strong and logical state- 
ment, Mr. Johansen. As chairman of the subcommittee, I want to say 
to you that I appreciate very much the vigorous way in which you 
have stated some very important facts here and the subcommittee will 
certainly back you up in your efforts to uncover the information. 

Mr. Jowansen. Thank you, Mr. Chairman. 

Mr. Davis. We are now pleased to have Mr. Staats. We are glad 
to have you with us, Mr. Staats. 


STATEMENT OF ELMER B. STAATS, DEPUTY DIRECTOR, BUREAU OF 
THE BUDGET; ACCOMPANIED BY WILLIAM WOLFREY, GORDON 
OSBORN, AND HOWARD SCHNOOR 


Mr. Sraarts. It is a pleasure to be back before the committee again 
on this subject. I appreciate very much your willingness to rearrange 
your schedule to make it possible for me to appear here today rather 
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than on Friday, the date originally planned. We are, as you know, 
in the middle of the preparation of the budget for next year. 

Mr. Davis. I have Bech reading about that. 

Mr. Sraars. Some of this material, somehow, gets into the news- 
papers and so I learned this morning about some decisions which were 
made over the weekend almost before I found out about them myself. 

I would like to assure you that we will do our best to be responsive to 
the questions which you have included in your letter to us. 

Having been involved in the budget so deeply it may be that there 
will be a little more than the usual number that we would like to sub- 
mit for the record, but we will do the best we can here today with the 
help of my colleagues here with me. I think we might identify them 
for the record. Mr. Wolfrey here to my right, Mr. Osborn here, and 
Mr. Schnoor; all of them have been working on the matters which 
relate to the questions which the committee addressed to the Bureau. 
With your permission, I would like to read a prepared statement 
in which we have tried to deal with these four questions and then 
would be very happy to respond to any questions. 

Mr. Jomansen. Mr. Chairman, before he proceeds with that, in 
order to clear the record on one point, is it going to be possible, under 
the rules governing the members of the executive branch, to answer any 
questions or make any disclosures as to the anticipated personnel re- 
quirements under the fiscal 1961 budget ? 

Mr. Sraats. I would like to answer that in two ways. As far as 
the specifics on individual agencies are concerned, we would like to be 
excused from that. As the general areas, we will try to be responsive, 
but we do not as yet have the totals because some of the agency figures 
have not yet been determined, 

Mr. JoHansen. Would you be at liberty to disclose that if you had 
them 

Mr. Sraars. I think that under the rules that we have tried to fol- 
low for the agencies, until the President has submitted his budget, we 
would prefer not to disclose individual agency figures. 

Mr. Jouansen. It had been my understanding that there is an iron- 
clad rule against that. I did not know whether that rule had been 
relaxed or not. 

Mr. Sraats. No. We feel that it would be unfair to the Congress 
and to the President to disclose this kind of detail. Some of this 
sort of thing does happen, as you know in reading the newspapers, but 
it is not because we sanction it or approve of it. 

Mr. Jonansen. It troubles us, and I admire enterprising news- 
papermen, and it troubles some of us because we cannot seem to get 
access to information that they can. May I ask this: Would you at 
least. be able to reveal some hopes with respect to personnel ? 

Mr. Sraats. We may be able to give some indication. 

Mr. JoHaNnsen. We will be glad to have it. 

Mr. Sraats. I think if we could go further than that we would be 
happy to do it. I might say if any of these figures do appear in the 
newspapers, either with respect to dollar amounts or with respect to 
numbers of personnel, they do not come from within the Bureau of 
the Budget. I can assure you of that. 
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I am pleased to again appear before this subcommittee on behalf of 
the Bureau of the Budget to discuss with you these matters of deep 
mutual interest—civilian employment plans and policies and practices 
in the area of contractual operations. The Bureau of the Budget wel- 
comes the support which this committee has provided in our continuing 
efforts to improve Federal personne] utilization and to keep to a mini- 
mum the number of employees consistent with the effective administra- 
tion of Federal programs. 

Your letter of October 27 to the Director of the Budget requested 
that the Bureau comment particularly with Reged to four questions: 
@) The Bureau of the Budget civilian employment plans for the 

epartments and agencies; (2) the implementation of these employ- 
ment plans; (3) The Bureau of the Budget policies relating to con- 
tracting out administrative, management, and service-type functions; 
and (4) the policies and programs of the Bureau of the Budget to 
control cost to the Government of contractual operations. Included in 
this item is the subcommittee’s recognition of the role of the defense 
contractor in our Nation’seconomy. Our interest is especially directed 
to the salaries, recruiting costs, training, and other fringe benefits 
paid by cost-plus-fee contractors and their manpower implications in 
the Federal Government. 

I shall discuss first questions 1 and 2 relating to civilian employment. 
When I appeared before your subcommittee last year, I informed you 
of the executive branch’s plans to try to hold employment 2 percent 
below that which was authorized by the then current appropriations. 
Employment as of June 30, 1958, was 2,355,038. The authorized ap- 
propriations for fiscal year 1959 would have financed an employment 
on June 30, 1959, of 2,407,921 employees. 

I might say parenthetically, Mr. Chairman, that this was based on 
actual employment plans which had been filed by the agencies with the 
Bureau of the Budget at the time of the issuance of the 2 percent per- 
sonnel order. 

Mr. Davis. How much increase in the number of personnel was in- 
volved in the employment plans? 

Mr. Sraats. That was the difference between the 2,355,038 here and 
the 2,407,921. In other words, the agency’s employment plans based 
on appropriations which had been enacted by the Congress, were to 
hire 2,407,821 employees. The goal was to reduce this figure by 2 per- 
cent and achieve an employment on June 30, 1959, of 2,359,763. That 
is an arithmetical calculation of 2 percent. 

Mr. Davis. Yet that was an increase of some 4,700 over the employ- 
ment of the previous year, 

Mr. Sraarts. Yes, that is correct, but I am happy to report that the 
2 percent goal was exceeded. 

Mr. Jowansen. The important point in the answer to the chairman’s 
question was that there was no net reduction in the total employment? 

Mr. Sraars. Yes. I recall very well our discussion on this point 
here Jast year, Congressman Johansen, and I think we are all in agree- 
ment that the 2-percent order, then, which we weren’t sure could be 
made would still result in some slight increase in total Federal em- 
ployment. 

Mr. JonHansen. But is the net effect of all that, that the additional 
costs resulting from the pay increases were not absorbed ? 
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Mr. Sraars. Not absorbed. I think that is a fair statement, that 
they could not be absorbed on that basis. 

Mr. Jonansen. Not only were not absorbed, but the net cost was 
actually higher. 

Mr. Sraats. In terms of the small increase here from 2,355,038 to 
2,359,763. 

"Mr. Jouansen. So that the purpose of the pious hope expressed by 
the amendment that I offered was not accomplished. 

Mr. Sraats. The purpose was achieved in part. We actually 
achieved a reduction of 2.2 percent from the employment which would 
have been financed by 1959 appropriations, which made possible the 
absorption of a part of the pay increase. 

Employment on June 30, 1959, totaled 12,355,027, which, as you can 
see from these figures, is almost identical to the actual employment on 
June 30, 1958. 

Mr. Jonansen. Mr. Chairman, may I ask at this point, do you have, 
or would you be able to provide any showings which would indicate 
whether any of this actually achieved reduction of 2.2. percent from 
the employment which could have been financed was offset by the con- 
tracting out of services ? 

Mr. Sraars. This is a very difficult thing to answer. I think that 
we could say this. As far as we can determine, this has not been done 
by contracting out for services. We are not able to be a hundred per- 
cent certain, but as far as we can make the general statement this is 
not the case. 

Mr. Jonansen. Of course, with the utmost respect for the gentle- 
man, I fail to understand why it is so difficult a thing. You either 
did contract out for services which would have otherwise been accom- 
plished by the nonreduction of the personnel that could have been 
hired under the 1959 appropriations, or you did not. I fail to com- 
prehend the difficulty of the thing. 

Mr. Sraats. The reason I say that it is difficult is that contracting 
out for certain types of services and for materials is always taking 
place. The question is whether one could prove in any given case 
whether this was something that was done for the purpose of offsetting 
a personnel reduction. 

Mr. Jouansen. We have had indications before tiis subcommittee 
that certain custodial—I think of janitorial, but I will get accustomed 
to the euphemisms—services heretofore provided by Government em- 
ployees are now contracted out. There is an area certainly which there 
should be no difficulty in ascertaining whether or not some of the re- 
ductions in personnel were the result of contracting out custodial 
services. 

_Mr. Davis. Specifically, one location in St. Louis, for Army custo- 
dial operations. Mrs. Sullivan appeared before this committee and 
y ate strenuously objected to contracting out the custodial services out 
there. 

Mr. Sraats. Mr. Chairman, as far as this type of service is con- 
cerned, I would agree with Congressman Johansen. This kind of 
thing can be determined if you have a clear-cut case of this type, and 
I think we would be happy to see what information of that type there 
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is. However, I would still want to qualify any generalization on this 
by saying that in many cases it is extremely difficult to say whether it 
was done for this purpose as against some other purpose. 

However, if you have a situation where this kind of a shift was 
made, it may be that it was more economical to do it in a given case 
that way than it would have been to continue the other arrangement. 
Perhaps we can come back to that. : 

Mr. Davis. Yes. I want to ask you a question right there. You 
have just stated in your prepared statement here that the Federal 
Government actually achieved a reduction of 2.2 percent from the 
employment which could have been financed by 1959 appropriations. 
In dollars and cents, what did that 2.2 percent reduction amount to? 

Mr. Sraats. We would have to calculate that for you, Mr. Chair- 
man. I will be happy to put that into the record. 

Mr. Davis. I would like to know that and I would also like to know 
what happened to that money. Can you trace it and let us know what 
happened 

Mr. Staats. All right. I will be very happy to do that. 

(The information referred to follows :) 

Savings effected by the 2.2-percent reduction in personnel.—It is not possible to 
determine a precise amount of savings resulting from the 2.2-percent reduction 
in personnel since no analyses of authorized positions not filled have been 
developed. However, on a statistical basis, it would appear that a savings of 
approximately $240 million resulted from the reduction. This made possible 
the absorption of a substantial part of the cost of the pay increases granted by 
law. 

The estimated cost of the pay increases for fiscal year 1959 amounted to 
$1,057,365,448. Supplemental estimates of $617,154,096 were requested, which 
assumed that the agencies would absorb $449,211,352, or approximately 42 
percent of the cost. The $240 million, referred to above, was part of this 
absorption. 

The Congress reduced the amount of the supplemental appropriations by $19 
million, enacting a total of $598,154,096. At least a portion of this reduction 
resulted in additional absorption by the agencies. 

Possible offset by contracting.—It is not practicable to tell whether any part 
of the 2.2-percent reduction was offset by contracting. There may be a few in- 
stances where agencies took specific action to contract for services previously 
provided by Government employees in line with the administration’s policy to 
reduce the extent to which the Government carries on commercial or industrial 
type activities for its own use, but it is not practicable to develop the extent 
to which this was traceable to the 2.2-percent reduction. 

As was pointed out during the hearing, the volume of contracting is such that 
it becomes a matter of speculation to determine whether particular contracts 
were entered into in order to continue to provide a product or services which 
had been provided by Government employees whose positions were being elimi- 
nated in order to reduce the total number being employed. 

Mr. Sraars. If there are no further questions at this point, I would 
like to continue with my statement. 

Mr. Davis. Very well. 

Mr. Sraats. Again this year, the President has requested the agen- 
cies to try to hold employment 2 percent below that which could be 
reasonably be financed from current appropriations. 

Mr. Davis. What does that mean? From which appropriations? 

Mr. Sraats. That’s appropriations for fiscal year 1960. That is 
exactly the same approach that we employed last year. The initial 
reports from most agencies, showing their plans for this fiscal year, 
have only recently been received and discussion and negotiations are 
proceeding with a number of the agencies. The Department of De- 
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fense has not yet submitted its plan for fiscal ae 1960 because of the 
close relationship between 1960 omeeenreent evels and the decisions 
being made in connection with the 1961 budget. 

Mr. Davis. About 5 months of fiscal 1960 have already gone. Do I 
understand that with that much of the year gone, they still have not as 
vet. come up with firm figures 

Mr. Sraats. Firm figures, that is correct, but they have been work- 
ing on it and I think that the Department of Defense, who will appear 
here as the next witness, will be in a position to tel] you that they do 
anticipate achieving the 2-percent goal which has been set. for them. 

Mr. Davis. Explain a little more your statement that initial report 
from most agencies, showing their plans for this fiscal year, have 
only recently been received and discussions and negotiations are pro- 
ceeding with a number of the agencies. It has not been an uncertain 
quantity all this time as to what these agencies plan to do in the way 
of reductions. 

Mr. Sraats. That is quite right. They have, of course, been aware 
of the 2 percent order for some time and have been taking actions 
accordingly, but I think that what we have reference to here is that the 
final plans have not yet been made. This is a matter which they are 
attempting to work out within the agencies. I think in my next 
paragraph, I point out that initial agencies’ responses indicate an 
expectation of a six-tenths of 1 percent reduction below the 1,327,658 
employment which could be financed from the current appropriations, 
which is a reduction of 7,594 positions. It is significant that the 
September 30, 1959, employment is 10,967 below the same time last 
year, particularly in view of the 50,809 additional positions in the 
civilian agencies which were authorized by appropriations for the cur- 
rent fiscal year. 

You see, Mr. Chairman, this is what we are working against here, 
that during the current year actual appropriations would have pro- 
vided for 50,809 additional positions. While we recognize that there 
are some situations where a 2 percent reduction may not be attainable 
this year, we take hope from the fact that this estimated reduction, at 
this time last year, was also substantially below the 2 percent goal. 

When I appeared here last year about this same time, we were in a 
similar situation where we could not definitely forecast the achieve- 
ment of the 2 percent figure. As it turned out, however, we, working 
with the agencies, were able to achieve during the course of the year 
a little more than the 2 percent order which we had originally 
projected. 

The Department of Defense indicates that it will achieve a 2 per- 
cent reduction, which will bring this six-tenths of 1 percent reduction 
to 1.2 percent of the total of the 2 percent which we have projected for 
fiscal year 1960. 

Mr. Jonansen. Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. JoHANSEN. Since this 2 percent is pointed against the appro- 
priations, are you in effect. saying, with the executive branch and the 
Bureau of the Budget applying this, that the Congress appropriated 
more money for these purposes than they ought to have appropriated $ 

Mr. Sraars. I wouldn’t put it quite in terms of whether they ought 
to or not. It may be that as of that time, that was the best estimate 
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that could be made. What we are saying is that even if the Congress 
in its wisdom felt that that many were needed, we are still hoping 
to achieve a 2 percent reduction by greater efficiency, or by not filling 
vacancies, or through some other means. 

Mr. JoHansen. In arriving at this vague thing known as Congress 
acting in its wisdom, and I use the term “vague” advisedly, is the 
Congress sometimes influenced by the showings that are made by the 
agencies when they testify before the Appropriations Committee ? 

Mr. Staats. You are quite right. 

Mr. Jonansen. And is it not possible in those showings that the 
Appropriations Committee may be under pressure from the agencies 
to jack up their appropriations so that after the 2 percent reduction 
is accomplished they will still get what they want? 

Mr. Sraats. Each agency feels that its program is, perhaps, more 
important than any other program. This is very natural and under- 
standable. These pressures exists also from outside of the executive 
branch. I think that you will find that the actual appropriations for 
this year, if you include all the sources of authorization of funds, well 
exceeded the amount recommended by the budget. 

Mr. Jowansen. The reason I asked the question—I was not being 
facetious—is that I have a letter dated January 2, 1959, from the 
President of the United States in response to a letter that I wrote him 
protesting the application of the 2 percent to the actual number of 
personnel that could have been hired if we spent all the money that 
Congress, in its wisdom, or lack of wisdom, appropriated. 

The President said : 


In continuing my efforts to keep total employment at as low a level as is con- 
sistent with effective Federal performance, it is my earnest hope that the Con- 
gress will avoid increasing appropriations and enacting new legislation which 
would require manpower above our present expectations. 

When the President expresses the hope that Congress will avoid 
increasing appropriations, it seems to me he has very wisely put his 
finger on the root of the problem and that we are not tackling the real 
problem when we merely applv the 2 percent against what could be 
spent if we spent everything Congress, in its wisdom, if it was wis- 
dom, voted. I am wondering whether some of the members of this 
subcommittee might not be well advised to appear before the Appro- 
priations Committee with respect to personnel appropriations, if that 
1s where the root of the evil lies. 

Mr. Sraats. Of course, it is obvious that personnel cannot be hired 
unless there are funds to hire them. 

Mr. Jouansen. I think that is a very profound and pertinent 
observation. 

Mr. Sraats. The point I think though that I would like to add 
beyond that is that the 2 percent order still represents savings of 
dollars. 

Mr. JoHansen. It is that much less worse than it would have been 
if you had spent everything that we gave you authority for. Do not 
misunderstand me. I give you great credit for exercising greater 
restraint than the majority of the Congress, apparently, exercises. 
But my whole point, Mr. Staats, is simply that net to the taxpayers, 
to my people, the cost of Government due to personnel and to over- 
staffing is still going up all the time. That is the thing that disturbs 
some of us. 
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Mr. Sraats. There is one other point that you have made that I 
would like to emphasize and that is in many of these cases, it is the 
= that are involved that really mean that you have to hire 

eople. 

r Mr. JoHANnseEN. I realize that. We complicate the problem in the 
Congress by voting all kinds of new programs, some of which I think 
are entirely out of order, but that is neither here nor there. 

Mr. Sraats. I would like to say, though, in all candor, that as far as 
the new budget which will be submitted in January is concerned, 
where the agencies can demonstrate that there is an increased work- 
load factor which can be related to personnel needs, or where they have 
backlogs which are accumulating over a period of time so that we can 
be sure that they are not just temporary backlogs, we will be submitting 
increases in personnel for some agencies for next year. I want to be 
completely honest. 

ir. JOHANSEN. Will there be any showings as a result of efficiency 
and productivity, in part as a result of automation and in part as a 
result of increased experience of personnel, which presumably would 
permit further efficiencies, that there is increased productivity that 
does not require these increases in personnel ? 

Mr. Sraats. Wherever this can be done. Wherever the type of 
workload is susceptible to automation or mechanization, we are push- 
ing ahead as hard as we can on that. 

r. JoHANSEN. And that will be reflected in manpower savings? 

Mr. Staats. Yes, sir; that is correct. 

Mr. JoHansEeNn. Net savings, real savings? 

Mr. Staats. I think there would be real savings in terms of dollars 
as against what it would take to hire people to do them, or otherwise 
we would not approve the purchase of the equipment. In some 
areas, such as the regulatory agencies, where the regulatory backlog 
is backing up to the point where it is hurting the economy and the 
agencies are not susceptible to automation types of devices, we will be 
submitting some increases in January to provide some relief. 

Mr. JoHansen. Do those regulatory agencies include the Office of 
Education, which is progressively taking over the regulation of 
education ? 

Mr. Sraats. I have in mind here agencies like the Securities and 
Exchange Commission, Federal Trade, Federal Communications, and 
other agencies. 

Mr. Davis. Mr. Staats, in your statement you gave us the figures 
for employment as of June 30, 1958, and June 30, 1959. The 1959 
figure was 2,355,027, which was 11,000, I believe, fewer than the same 
date in 1958. 

Then you mention the 50,809 additional positions which were 
authorized by appropriations for the current fiscal year. Two per- 
cent of the total figure would be about 47,000 or a little better. If 
the projected employment is going to increase approximately 50,000 
a P bn a 2 percent reduction is not going to ever cut down the number 
of Federal employees, is it? 

Mr. Sraats. It would not in this particular year. 

Mr. Davis. If we expect to really reduce the number of positions 
this figure is going to have to be up from 2 percent to some higher 
percentage figure, is it not? 
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Mr. Sraats. It would have to be more nearly 4 percent. 

Mr. Davis. Yes. Why couldn’t we take that as a goal and begin to 
work for that instead of just continuing to ask for a 2-percent reduc- 
tion 

Mr. Sraats. This is a reasonable question, I think, as to why we 
pick 2 percent rather than any other particular figure. 

Mr. Davis. Two percent is not going to result in ever reducing the 
number of positions? 

Mr. Sraats. We were motivated in picking the 2-percent figure 
largely on the basis of last year’s experience, which was the first 
time we tried this. We were able to achieve the 2 percent, not very 
easily, I might say. It took a great deal of work to achieve the 2.2 
percent, not just by the Bureau but by the Bureau and the agencies 
concerned. We met a good deal of resistance this year in going back 
to this kind of a program. It was our view, very frankly, that we 
should go on the basis of our experience last year and try to achieve 
a 2-percent goal rather than a larger figure. You do have workload 
increases all through the Government. 

As you indicated in your opening statement, the population is in- 
creasing and the size of the activities of many of these agencies we 
are concerned with is growing. 

Mr. Davis. However, I also talked about increased productivity by 
reason of long employment on the part of Federal employees and also 
to some degree from automation and new office methods and equip- 
ment. I just wanted to mention that to you at this point because if 
we don’t go beyond this 2 percent, we are just going to see a con- 
stantly expanding Federal employment, it seems to me. 

It appears to me we ought to set our sights somewhat higher and 
undertake to really have some reduction in the number of positions 
in view of all these things that are taking place. 

Mr. Sraats. We very frankly had felt that a 2-percent figure was 
about as much as we could expect to gain this year. If we felt we 
could get more, then we would have tried to achieve that. 

Mr. Davis. You tightened up and squeezed down some to even get 
the 2 percent. If you do a little more of it, don’t you think it would 
be possible to get 4 percent ? 

Mr. Sraats. This is a matter of judgment. Frankly our judgment 
was that under the circumstances this year we would not be able to 
achieve a reduction greater than to hold the employment at the level as 
of the beginning of the fiscal year, which, as you point out, is what 
we did last year. 

Mr. Davis. You ran into the same objection and screaming and 
howling last year when you were getting the 2-percent reduction 
made, didn’t you? 

Mr. Sraats. If we can get more than 2 percent we are going to do 
it just as we did last year. 

Mr. Davis. It seems to me now is the time to make a shot at it. 

Mr. JowHansen. With respect to this 2.2-percent reduction of which 

ou spoke, was that pretty uniform among the agencies. Would you 

able to supply us any figures as to whether it was higher than 2.2 

percent, say, in the Defense Department and lower in the nondefense 
agencies 

Mr. Sraats. Yes, I have the figures right here, Congressman. They 
ranged all the way from 7.8 percent in the Housing Agency-—— 
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Mr. Jouansen. Reduction? 

Mr. Sraats. Yes, a reduction, and to an actual increase of 1 percent 
in the Labor Department, Labor-is a very small agency compared 
to some of the others. Among agencies that have the heaviest em- 
ployment, the Department of Defense showed a reduction of 2.2 per- 
cent. In the case of the Veterans’ Administration, there was no 
change. We were not able to achieve any reduction, but there was 
no increase. 

Mr. JouHansen. What was it in HEW? 

Mr. Sraats. HEW was a reduction of 1.8 percent. 

The Post Office Department had a reduction of 1.5 percent. That 
is the other very large agency. 

Mr. JoHansEen. But these, of course, were all reductions against 
what could have been hired if the appropriations had been fully 
utilized ¢ 

Mr. Wotrrey. Would you mind repeating your question, sir? 

Mr. Jonansen. All of these “reductions,” and I use the word in 
quotation marks, were reductions in the number of personnel which 
otherwise could have been hired under the available appropriations ? 

Mr. Wo trrey. Yes, sir; that is right. 

Mr. JouaNnsen. Were there any of these agencies or departments 
which showed a net reduction below the 1958 figure ? 

Mr. Sraats. In actual numbers of employees ¢ 

Mr. JonHansen. Yes, sir. 

Mr. Sraats. Yes. I have a list of that here before me also. In 
terms of the actual employment from September 30, 1959, we had re- 
ductions in Agriculture of 3,361; the Department of Defense, 29,624; 
a reduction in the Department of the Interior of 538; Justice, 758; 
Treasury, 1,765; Atomic Energy Commission, 249; General Services 
Administration, 498. 

Mr. JonaNsen. How much of that was offset by contracting out of 
custodial services ? 

Mr. Sraats. GSA would be one area where we could get the figures, 
Congressman. I would be happy to supply them. 

Mr. Jonansen. I would appreciate it if you could supply that for 
the record. 

(The material referred to follows :) 

The General Services Administration estimates that approximately half 
of the 498 decrease in employment from September 30, 1958, to September 30, 
1959, resulted from contracting for custodial services. 

Mr. Sraats. All the other agencies totaled minus 1,223. 

Mr. JoHansEN. How about HEW on actual reduction ? 

Mr. Sraars. Let me give you those now that have actual increases. 
I have given you all of those that have decreases. Those that have 
actual increases from September 30, 1958, to September 30, 1959, were 
Commerce, with 1,200—this was largely related to the periodic eco- 
nomic and decennial censuses—in the civil functions of the Army, 
Corps of Engineers, 354; HEW, 4,140; the Labor Department of 
99—that represented that increase I mentioned; the Post Office, 
11,740—it is still a minus 1.5 percent as against what it otherwise 
would have employed, but still an increase net for the year of 11,740; 
the State Department, 226; the mutual security program, 597; 
Veterans’ Administration, 152; Federal Aviation Agency—now, this 
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is an example, Mr. Chairman, that I had in mind a while ago when I 
mentioned program increases, of putting in a major safety program 
in the Federal Aviation Agency—showed a net increase of 6,463 for 
that period and will increase again this year. 

Mr. JoHansen. What was the program increase on the Small Busi- 
ness Administration? Do you happen to recall? 

Mr. Sraars. This is a case oF extending assistance to business, 
handling of loan applications, and providing technical services. It 
is not a terribly large figure, but still it is an increase in program. The 
other increases here are Housing, 696, and the Space Agency, 1,382. 
The Space Agency is another one that is a new program and an ex- 
panding program. The net of all of this is a reduction here of 10,967 
between those two dates. These are on a little different basis than the 
figures I gave you a few moments ago, which were on a fiscal year 
basis. Between these two dates, September 30, 1958, and September 
30, 1959, there was an actual reduction of 10,967 employees net 
overall. 

Mr. JonHansen. I want the record to show that I associate myself 
completely with the concern expressed by the chairman that net we 
are losing ground every year and net we are going to continue losing 
ground every year if we continue with a 2 percent paper reduction. 

Mr. Sraats. What we really achieved last year, as the chairman 
0 out, was to hold the ground, hold the line, against increase 

the 2-percent order. He is quite correct in pointing out that if the 

ongress action on appropriations authorized 50,809 additional em- 

ployees in fiscal year 1960, and if we achieve only 2 percent against 
that, we are not going to hold our own next year. 

We will try to do better than 2 percent if there is any way we can 
do it. I would not want, however, to hold out any expectation here 
that are unrealistic, because we do have programs that are going to 
increase. 

There is no way that we can hold down the Post Office, or the 
Veterans’ Administration, or programs like the Space Agency, or the 
Federal Aviation Agency when we know that their expanding pro- 
grams are going to mean more people. 

Mr. Davis. Mr. Staats, I think if you really try to do this job, to 
economize, to have economy and efficiency throughout the Govern- 
ment, that the plan which this committee has submitted year by year 
and has undertaken to emphasize to the Budget Bureau and to the 
various Government departments would achieve a reduction not only 
= 2 percent, not only of 4 percent, but even a greater reduction than 
that. 

Where we have been able to get the Government agencies to follow 
through on the suggestion and request that we have made to have 
these functional surveys, I think it has been demonstrated that there 
can be even greater reductions than 2 percent or 4 percent, and I 
think a great deal of it depends on the will with which they go at it. 

We are certainly trying in this subcommittee to cooperate with you 
in cutting it down. For instance, we got through a bill to require 
that where legislation is introduced calling for expenditures of more 
than a million dollars, the agency involved must submit a personnel 
statement as to what new positions are going to be required. That 
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was Public Law 801 of the 84th Congress. What is the Bureau of 
the Budget doing to try to have that complied with ? 

Mr. Sraats. Mr. Chairman, we greatly appreciate the committee’s 
support and I think our objective in this regard is the same. 

r. Davis. We have tried to police this law. We have tried to 
follow up on this. I recall several occasions during this present Con- 
9 when we have gone to the agencies that have sponsored legis- 

ation calling for expenditures of more than a million dollars and we 
have insisted that they comply with this law; and we get all sorts of 
efforts to give us the runaround on it and we need a lot of help from 
you in the executive department. 

Mr. Sraars. We have included the reference to Public Law 801 
in our instructions to the agencies and as far as I know we have had 
reasonably good compliance with it from the agencies. There may be 
instances where they cannot make an honest estimate in the beginning 
about a new bill, but by and large it is our understanding that the 
agencies have complied well. 

Mr. Jowansen. Mr. Chairman, I seem to have a recollection, and 
I could be in error, that in connection with the airport legislation 
there wasn’t any compliance with it, and I think that fact was called 
to the attention of the agency on the floor of the House. 

Mr. Davis. They undertook to justify their failure to do it by 
trying to demonstrate that they didn’t come under the law. That 
is my recollection of it. 

Mr. JoHANSEN. That is correct. 

Mr. Sraats. But I think that we held that they did come under 
the law and would have to make a statement on it. 

Mr. Gross. Mr. Chairman, may I ask a question at this point? 

Mr. Davis. Mr. Gross. 

Mr. Gross. Mr. Staats, would you suggest that this ceiling be re- 
ecae a es say, $500,000? Would that be helpful, or wouldn’t it be 

elpful ? 

Mr. Sraats. The million dollar amount reduced to $500,000? 

Mr. Gross. That is right. 

Mr. Sraats. I would like to answer that by saying that I think that 
in any new programs there ought to be an estimate both of cost and 
personnel. 

Mr. Gross. Regardless of expenditure ? 

Mr. Sraarts. I don’t see that there is any particular magic in any 
cutoff point in any of them. There is a matter of giving the Congress 
and the executive information as to what is involved in new programs. 

Mr. Gross. To which both ought to be entitled if they are going 
to control personnel ? 

Mr. Staats. That is right. 

Mr. Jonansen. I would like to know whether the Bureau of the 
Budget had any say whatever in the action of the Office of Education 
in awarding a contract to Dr. Flanagan, which I understand involves 
the expenditure of a million dollars for pupil testing? That involves 
the use of personnel, whether they are on the payroll of the Federal 
Government directly as civilian personnel, or whether they are under 
a contract, and yet early this year we had a contract announced by 
the Office of Education involving pupil testing which was an exten- 
sion of the research program supposedly authorized by the Congress. 
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I think it was a bootleg device to get something that the Congress 
wouldn’t vote under the National Defense Education Act. Here is 
a program for pupil testing that is going to cost an estimated million 
dollars. Was the Bureau of the Budget consulted on that, or did 
they have any choice in that decision / 

Mr. Sraats. No, sir. We do not have any authority or any reason 
to check on a contract of that kind unless the agency should bring it 
to us for our advice, but in this case they did not, to the best of my 
knowledge. 

Mr. JoHansen. Would you agree that that does represent in fact 
an addition to personnel paid for by the taxpayers ¢ 

Mr. Sraats. If it is to be a continuing program it certainly would 
have that effect. If it is just a short-term contract, then it would be 
comparable to temporary employment. 

Mr. JonHanseN. Whether it is temporary employment or permanent 
employment, isn’t that a personnel cost to the taxpayers? 

Mr. Sraats. That is right. It is a cost of the Government to the 
taxpayer. 

Mr. JoHansen. And it is a service that if the Government rendered 
without oe it out would involve unquestionably the addition, 
whether temporarily or otherwise, of Government personnel ? 

Mr. Sraats. That is correct. 

Mr. Davis. Mr. Staats, we were talking about 50,809 additional 
positions which are authorized by appropriation for the current fiscal 
year. Are you familiar with the report of this subcommittee, House 
Report No. 2512, issued on August 7, 1958, entitled “Study of Man- 
power Utilization in Financial Management Functions in the Federal 
Government” 

Mr, Sraats. I think this is one that was out just prior to my testi- 
mony here last year. Yes, I am familiar with that. 

Mr. Davis. One of the things which we specified in there as a matter 
for continued consideration was this: 

The granting of increased appropriations by the Congress is not a directive 
to hire more employees. 

It is sort of a ceiling put on there to give adequate room to hire 
those that are needed. We further specified in this statement: 

It is imperative that the hiring of employees be geared to actual needs and 
not to the amount of funds that might be available to absorb personnel costs. 

I think that is the principle that we ought to be working toward 
instead of saying, “Well, Congress authorized 50,809 and therefore 
it is reasonable to assume that they ought to be hired.” 

Mr. Sraats. This is our view on it, too, Mr. Chairman, and this is 
one of the reasons that we have the authority to place reserves on 
appropriations made by the Congress. I know that this has never 
been a very popular authority that we have, but we do employ it 
whenever savings can be achieved or where workload does not de- 
velop. This is also the reason behind the recommendation almost 
every President has made for the item veto on appropriations bills. 
This is a framework of policy which we try to follow. 

I think it is understandable, however, that every agency would 
feel that its program is important, particularly where they have 
strong pressures to expand it. 
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Mr. Davis. You just have to begin with that premise ? 

Mr. Sraats. Yes, sir. 

Mr. Davis. I want to stress again something that we said in this 
same report. 

It would be appropriate for the Bureau of the Budget to further accelerate 
efforts to develop better systems of financial management under the joint pro- 
gram for the improvement of accounting and to stress the need for more ef- 
ficient use of manpower performing in financial management fuuctions. 

Further: 


The Bureau of the Budget should also take appropriate action to follow up 
recommendations contained in studies made by the General Accounting (Office 
and committees of Congress. 


Then further: 


The Bureau of the Budget further accelerates its efforts under the joint pro- 
gram for improving accounting, particularly in the Defense Department, to de- 
velop better financial management systems which will provide for more efficient 
use of manpower performing financial management functions. 

What has the Bureau of the Budget done about those matters ? 

Mr. Sraats. We have, I think, made good progress on all of these 
points. The first point had reference, I believe, to the use of reserve 
authority, and I think we can demonstrate that this has been used. 
With respect to the joint accounting project, you are referring there 
to the joint program of the GAO, the Budget Bureau, and the Treas- 
ury in improving the accounting systems of Government. 

This was a program that was started in 1949, and we have just had 
its 10th anniversary. We have had very good results with this and 
I think it has been an excellent example of cooperation between the 
Comptroller General, the Secretary of the Treasury, and the Direc- 
tor of the Budget. The big area here is in your third point on the 
Department of Defense. This has been by far the most complicated 
one that we have had. 

Mr. Davis. About 104,000, I believe, of these financial management 
people are in defense alone. Do you think there is any need for 
that many ? 

Mr. Sraats. I think that we would like to submit for the committee 
a statement on the work which has been done on this matter, par- 
ticularly in the Department of Defense. As to your last question, 
T am not sure whether the 104,000 is a good current figure or not, 
[ just haven’t had a chance to check. It was a count made by the De- 
fense Department ; but the reason I would like to submit something for 
the record on it is | do not have a current figure. 

Mr. Beten. If they do have a current figure, or in other words, 
if they follow through in the same manner with the second survey, 
do you know how many are engaged in the same position? 

Mr. Sraars. I think we can get a current figure on that. 

(The material referred to follows:) 


The Department of Defense advises it does not have at this time a complete 
count of the number of people employed in financial management functions. 
‘The figure of 104,600 as of June 30, 1957, was obtained through a special world- 
wide count. Actual counts during calendar year 1959, however, covering ap- 
proximately two-thirds of the total areas covered in 1957, show a 7.3 percent 
reduction in those areas. 
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Mr. Davis. You have a staff to follow through on that? 

Mr. Sraats. Oh, yes, we have a staff in the Bureau. We have actu- 
ally seven or eight people who are stationed full time over in the 
Department of Defense working with the Comptroller’s Office of the 
Defense Department on their accounting system. 

Mr. Davis. This report that I have been reading from here, No. 
2512, was sent to the Director of the Bureau of the Budget officially. 
Could we have a report with specific answers on the matters that I 
read to you and the other recommendations that we made in this 
same report ? 

I read to you from pages 4, 5, and 7. 

Mr. Sraats. We would be very happy to do that. We had ad- 
dressed ourselves here today to the four questions in your letter to 
the Director of the Budget, but we would be happy to respond to 
each of the recommendations which were made in that report and 
bring them up to date and give you a progress report of what we have 
done. 

(The material referred to follows:) 


Recommendations made to the Bureau of the Budget in House Report No. 
2512.—House Report No. 2512 contained two recommendations pertaining to 
the Bureau of the Budget. These recommendations and action taken on them 
are set forth below: 

(1) That “The Bureau of the Budget further accelerate its efforts under the 
joint program for improving accounting, particularly in the Defense Depart- 
ment, to develop better financial management systems which will provide for 
more efficient use of manpower performing financial management functions.” 

We indicated last year to your committee the approach the Bureau of the 
Budget had taken to accelerate efforts for the improvement of financial manage- 
ment, and the significant results being achieved in the civilian agencies. In 
this connection, the annual report of the joint financial management improve- 
ment program for fiscal year 1959—scheduled for issuance this month—will 
include reports of the status of improvement work in the various agencies. In 
accordance with the requirements of Public Law 84-863, most civilian agencies 
report they have completed installation of necessary accrual accounting prac- 
tices, including provision for monetary property accounting. These develop- 
ments are producing financial data useful for management purposes and for the 
development and application of cost-based budgeting procedures. 

With regard to the Department of Defense, financial management improve- 
ment work has not proceeded as rapidly as in the civilian agencies. The opera- 
tions of the Department are large and diversified, and the problems are generally 
more complex, with the result that more time is required to resolve questions 
of policy and to implement new practices and procedures. In recognition of the 
magnitude of the Defense problems, the Bureau has assigned staff to work 
continuously with the Department of Defense in the improvement effort. 

Because of the increasing problems in financial management in the Depart- 
ment of Defense, it was agreed that a separate committee should be established 
under the joint improvement program to stimulate more rapid modernization 
of the financial management system in the Department of Defense. This com- 
mittee is comprised of representatives of the Office of the Assistant Secretary 
of Defense (Comptroller), the Bureau of the Budget, the General Accounting 
Office, and the Treasury Department. Representatives from the Office of the 
Assistant Secretaries for Financial Management of the three military depart- 
ments serve as advisers to the committee. This committee has proved to be an 
effective means for getting agreement on the facts, as well as coming to conclu- 
sions with respect to principles and policies. 

The committee’s approach to the improvement effort involves basic studies, 
the development of defensewide directives, and the implementation of such 
directives in significant functional areas by the military departments. These 
areas consist of operation and maintenance, military construction, procurement 
and production, research and development, and military personnel. 

Work thus far has encompassed the following: 
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(a) Two factfinding surveys have been completed—one in the area of opera- 
tion and maintenance, and the other in the area of military construction. 

(0) The committee drafted and the Department of Defense approved and 
issued, in May of 1959, a directive for improvement of financial management in 
the area of operation and maintenance. This directive provides the basic prin- 
ciples and policies for the development of a time-phased improvement program 
for the implementation of the directive by each military department. 

(c) A similar proposed Department of Defense directive has been drafted by 
the committee for the area of military construction and is now in the process of 
coordination with all agencies concerned. 

(d) The committee also established factfinding study projects for improvement 
in financial management in the areas of military pay, procurement and produc- 
tion, and research and development. These factfinding surveys are scheduled 
for completion in the coming year. Upon completion of the projects the commit- 
tee will develop proposed Department of Defense directives setting forth policies 
and principles for improvement of financial management in each of these areas. 

Your committee can be assured that, to the maximum extent of our staff 
resources, the Bureau of the Budget will continue to press forward in this 
financial management improvement program in the Department of Defense. 

In a letter of June 24, 1959, to Secretary McElroy, the Director of the Bureau 
gave his wholehearted support to the directive for improvement of financial 
management in the area of operation and maintenance. An Assistant Director 
of the Bureau of the Budget was requested to give his continuing assistance to 
this program in the Department of Defense. 

(2) That “The Bureau of the Budget should also take appropriate action to 
follow up on recommendations contained in studies made by the General Ac- 
counting Office and committees of Congress.” 

The Bureau of the Budget regularly follows up on recommendations developed 
through studies by the General Accounting Office and the various congressional 
committees. This matter is developed further in another statement inserted in 
the record at a subsequent point. 


Mr. JoHansen. Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. Jonansen. As I understand your testimony, Mr. Staats, there 
was actually no absorption of the cost of the pay increase voted in 1958 
through the nonfilling of vacancies. 

Mr. Sraats. Well, as I indicated earlier, about $240 million of the 
cost of the pay increase was absorbed by not filling positions which 
could have been financed by 1959 appropriations. 

Mr. JOHANSEN. Section 9(a), Public Law 85-462, which is the key 
part of the amendment which I offered and which was adopted reads: 

The Director of the Budget is authorized and directed to provide by regulation 
for the absorption from the respective applicable appropriations or funds avail- 
able for the fiscal year in which this act is enacted, and for the immediately 
succeeding fiscal years, by the respective departments, agencies, establishments, 
and corporations in the executive branch, to such extent as the Director deems 
practicable, of the cost of the increases in basic compensation provided by this 
act. 

Were there any regulations issued by the Bureau of the Budget 
Director for such absorption ¢ 

Mr. Sraats. Mr. Chairman, following the enactment of the legis- 
lation we issued a budget instruction to the agencies directing that 
they report to what extent they could make an absorption of the overall 
cost. of the pay legislation. For that particular fiscal year overall 
savings resulted in about a 42 percent absorption by the agencies of 
the cost of the pay legislation for that fiscal year. 

Mr. JoHansen. Was that from other sources than personnel ? 

Mr. Sraats. These savings would be from several sources. We 
probably had some in the personnel area, aside from the nonfilling of 
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financed positions because of the 2-percent order. It depends on the 
rates at which people were hired; but in terms of numbers of people, 
just about the same number were employed at the beginning and end 
of the year; so there would be very little savings there. However, 
overall savings, including those resulting from the 2-percent order, 
absorbed about 42 percent of the cost of the pay legislation for that 
fiscal year. 

Mr. JoHANsEN. But weren’t those savings basically not related to 
personnel ? 

Mr. Sraats. That is right, if you mean the level of employment was 
not reduced overall. 

Mr. Jowansen. And therefore they were savings that could have 
been made anyway and should have been made anyway ? 

Mr. Sraats. In part. The pay increase absorption was an added in- 
centive to saving but perhaps not all of it. 

Mr. Jouansen. Of course we are not ungrateful for that, I want you 
to understand, but the absorption through the nonfilling of vacancies 
was relatively negligible ? 

Mr. Sraats. That is correct. 

Mr. JoHansen. Do I understand from that that the Bureau of the 
Budget feels it isn’t practicable to absorb any of that increased cost 
through the nonfilling of vacancies? 

Mr. Sraarts. Well, I think it would be correct to say that we are 
not able to achieve the saving in the overall terms that you mentioned. 

Mr. JouHansENn. In this same letter from the President of January 
2, 1959, I read this paragraph: 

Savings resulting from the nonfilling of vacancies and authorized new posi- 
tions, as well as other economies, are being applied toward absorption of in- 
creased pay costs in accordance with section 9 of the Federal Employees Salary 
Increase Act of 1958. 

Am I to conclude that someone misinformed the President of the 
United States? 

Mr. Staats. You see, we have been dealing here with overall Gov- 
ernment totals and this instruction would have applied in individual 
agencies in the manner in which you are indicating. 

Mr. Jouansen. Then there were savings in the nonfilling of vacan- 
cies? 

Mr. Sraats. In many cases, yes. In many cases this would be true. 
What I am referring to here is the overall totals for the entire execu- 
tive branch where these were increases as well as decreases. Without 
the offsetting decreases in individual cases, this could have been a net 
increase rather than small decrease. 

_Mr. Jonansen. Do you think it would be worth while when we vote 
the pay increase next year that we include this section ? 

Mr. Sraars. I certainly think it would be advisable. I hope you 
are not thinking of another pay increase right away. 

Mr. Jonansen. I am not, but some other people are, and I am sure 
the Bureau of the Budget is well aware of that and well aware of 
the election year pressures that are going to be brought on the full 
committee to vote out another increase in pay, regardless of the addi- 
tional cost involved in voting the health insurance and hospital in- 
surance program. 
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Mr. Staats. I think this was a desirable provision, Congressman. 
Mr. JoHansen. Do you have any suggestion to offer as to how we 

can further implement it along the lines that the President indicated 

that it was being implemented through the nonfilling of vacancies ? 

Mr. Staats. I think this goes about as far as you can go. This is 
my own personal expression of judgment. I recall the experience we 
had at one time where there was a mandatory provision against filling 
vacancies, and this created many difficulties because of the unevenness 
with which it worked. 

Mr. Jonansen. How much of the 40-percent saving which you 
credit this amendment with would you say was due to the nonfilling of 
vacancies 

Mr. Sraats. I just couldn't give you an answer on that. 

Mr. Davis. Mr. Staats, in order to achieve any reductions through 
eliminating duplication, and overlapping, and filling of vacancies in 
useless positions, somebody has to make a study of it to know where 
this exists. Somebody has to make a study of it to know where there 
is duplication and know where there is overlapping, to know where 
the useless positions exist. Is anybody in your Department charged 
with that responsibility or is anybody in the Government charged 
with that responsibility ? 

Mr. Sraars. Mr. Chairman, this is what we do as a part of the 
budget process. Annually we do this on a very intensive basis begin- 
ning around the first of July. 

Mr. Davis. Who in your Department is charged with that respon- 
sibility, in keeping up whether there is duplication in a particular 
agency or in various agencies / 

Mr. Sraats. We have relatively a small staff in the Bureau and we 
have been reducing it,as you know. I am afraid we have now reached 
the point where, in order to be able to carry out our responsibility, 
we are going to perhaps increase it a little bit in the management 
area. But we have five divisions of the Bureau which are organized 
to cover all of the agencies of Government. 

Mr. Davis. Do you have somebody you can call in at any time and 
say to him, “Give me a statement as to how many positions in such and 
such an agency could be called duplication” ¢ 

Do you have anybody that keeps up with that? 

Mr. Sraats. Oh, yes; yes, sir. We have staff assigned to work with 
every agency—to work with the budget officer and the personne] officers 
of those agencies in terms of current employment, what they are do- 
ing by way of cutting down their staff. They have to justify any 
increases. Each quarter each agency is required to submit its financial 
program. 

Mr. Davis. Do you have people that can look at it and tell whether 
it is bona fide or faked ? 

Mr. Sraars. I think we have a very good staff, Mr. Chairman, and 
they work very closely with the agencies. We get them out in the 
field as much as we can so that they can view not only just head- 
quarters operations, but the field operations as well. 

Mr. Davis. What effort do you make to impress upon these agencies 
that they ought to use attrition in cutting down the number of posi- 
tions instead of using a meat-ax approach ? 
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Mr. Sraats. I think the committee has been very wise in suggesting 
the attrition approach, because when you start the meat-ax approach 
or any arbitrary action reductions lose their effectiveness. 

Mr. Jouansen. Do you think you have been very effective in that 
approach ? 

Mr. Sraats. To be very honest with you, I think it is more effective 
than any other approach. I really don’t see how one can arbitrarily 
say a certain percentage of people has to be cut off across the board. 
In too many agencies the workload factors are such that all that 
would be accomplished would be to defer the work or create real 
delays which at some point would require hiring more people to take 
care of them. 

Mr. JonHansen. Have you heard any rumors around Washington or 
elsewhere that there are overstaffed departments and agencies? I keep 
hearing rumors every once in a while that certain departments and 
agencies and functions just have more people than they really need, 
and I find it hard to believe that where there is that kind of smoke 
there isn’t some fire. 

Mr. Sraats. If you will pass along any of this material to us we 
would be very happy to look into it. 

Mr. Davis. From time to time, Mr. Staats, we have done that. We 
had one subcommittee here several years ago that found one depart- 
ment of Government that just hired people wholesale in September 
and knew when they were hiring them they wouldn’t have use for 
them until the following March. We had sworn testimony here before 
that subcommittee that the supervisors gave instructions that because 
of the fact that they didn’t have any work to do, they were required to 
copy in longhand the work manuals, and when they finished it the 
were told to throw it in the wastebasket. We also had sworn testi- 
mony that they were given instructions that if anybody came into 
the office they must appear to be busy. 

They didn’t have anything to do, but they must appear to be busy. 
That is just one instance. We have had a good many instances come 
along from time to time. 

Mr. Sraars. I would be the last one to state that there were no 
cases of this type; but if they are brought to our attention, we will 
be very happy to take some action. 

Mr. Davis. The 435 Members of Congress can’t get out and dig 
these things out. That is your job, isn’t it ? 

Mr. Sraats. That is our job. I am not saying that we are perfect 
and there may be cases of this type which we have overlooked. At 
the same time if there are suggestions of this type which the com- 
mittee has or Members of Congress have, we would be happy to have 
them. 

Mr. Davis. If you wait on the committees of Congress to bring it 
to your attention I am afraid you won’t get very far on that. You 
that a field force, don’t you? You just mentioned it. 

Mr. Sraats. No, sir. I said we get our people out in the field in 
travel status as much as we can, but our staff is not large enough to 
do as much of that as we would like. 

Mr. Davis. If you don’t get out how would you expect to find out? 

Mr. Sraats. You have to do it on the basis of looking at the em- 
ployment figures, and you have to accept a great deal on faith from 
the agency. 
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Mr. Davis. You are thoroughly familiar with the various Govern- 
ment agencies and your general knowledge would give you a pretty 
good start in being able to know. where to begin to look for it, isn’t 
that so? 

Mr. Sraats. I think so. 

Mr. Davis. We have been talking in generalities here. I want to 
ask you just two or three specific questions. Have you requested the 
departments and the agencies of the Government to make civilian 
personnel reductions for this current year? 

Mr. Sraarts. 1960? 

Mr. Davis. Yes, sir. 

Mr. Sraats. That is the 2 percent order. 

Mr. Davis. Have you requested them to do that? 

Mr. Sraats. Oh, yes. We have written a letter, dated Septem- 
ber 21. 

Mr. Davis. Of this year? 

Mr. Staats. Yes. 

Mr. Davis. To what extent are these reductions planned ? 

Mr. Sraats. As I indicated here a minute ago, as we now see it, 
we can be reasonably certain of about 1.2 percent. We hope to make 
at least the 2 percent before the end of the year is out. 

Mr. Davis. Have you made exceptions for any departments or 
agencies? 

Mr. Sraats. We have not made any exceptions, Mr. Chairman. 
I would have to be realistic in saying, however, that in some areas 
where we know the workload is going to increase, such as the Post 
Office, we doubt whether we will be able to make the 2 percent. 
Also, in a case like the Federal Aviation Agency, which is expanding, 
and some of the other programs, I just don’t know either. 

Mr. Davis. Let me ask you one other specific question. Have you 
proposed to the agencies that they use the attrition method, or an 
across-the-board percentage cut? 

Mr. Sraats. We would be very happy to insert in the record, Mr. 
Chairman, a copy of the letter Sehieh we have sent out, but here is 
a paragraph of the letter which I think bears on your question: 

You are requested to give personal direction to this program and to plan your 
operations so as to accomplish it. The goal should be achieved by not filling 
vacancies as they occur and by withholding the establishment of new positions. 
For those few agencies where a 2 percent reduction is impracticable, the objec- 
tive would be with such reduction as will bring employment to a minimum level 
without seriously impairing the discharge of required agency responsibilities. 

Mr. Davis. I am glad you are doing that, but now let me ask you 
this: There are a lot of people in the Government who when they get 
a letter of that kind, and if you don’t follow it up, it wouldn’t amount 
to anickle to them, would it ? 

Mr. Sraats. We are following it up. 

Mr. Davis. To what extent now are you following it up? 

Mr. Sraats. We review each agency’s plan at least once a quarter. 
This is something we follow on a continuing basis through our staff 
that are assigned to the agencies. 

Mr. Davis. You really intend then to follow through in a systematic 
substantial way to determine whether or not they paid any attention 
to that or if they actually are complying with it? 
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Mr. Sraars. That is correct. 

Mr. Davis. Thank you, sir. 

Mr. Sraats. We get a report monthly from each agency on this. I 
should have mentioned that. 

Mr. Davis. And you don’t just file it away ? 

Mr. Sraats. No,sir. We get a report monthly from each agency. 

Mr. Davis. Proceed then, if you please. 

Mr. Gross. Before he does that, Mr. Chairman, could I ask one ques- 
tion? I believe you stated that you have a unit in the field looking 
into these agencies ¢ 

Mr. Sraats. No, this is a misunderstanding. I say we get our 
examiners out in the field to look at the agencies’ field establishments 
as much as we possibly can, but we are limited in our staff and we are 
not able to get them out in the field as much as we would like. At one 
time in the Bureau’s history we had a field staff in four offices, in 
Chicago, Denver, Dallas, and San Francisco, the areas which are most 
difficult to reach and most expensive to travel to from Washington, 
but those were abolished in 1953. They have not been reestablished. 

Mr. Gross. I thought you said that you were constantly looking into 
overstaffing, and duplication, and so on and so forth ? 

Mr. Sraats. Yes. The point I was making, Congressman, is this: 
With a small staff there are a limited number of field offices of all the 
agencies that we can visit. We like to get out and review their staffi 
plans in their offices as much as we can, but we cannot do this as muc 
as we would like. 

Mr. Davis. Do you have a sufficient number of employees to make 
a worthwhile survey of these things # 

Mr. Sraats. To be very honest with you, I don’t think we have 
enough staff. 

Mr. Davis. Wouldn’t it be a paying proposition to have enough of 
them to go into this and to investigate and follow up on it? 

Mr. Sraats. I think that the Bureau has been too niggardly with 
itself. We have reduced our staff in the Bureau from 585 to 422 over 
the period since 1947. I think we have reduced it too much. 

Mr. Davis. I certainly don’t want to be the means of unnecessarily 
increasing Federal employment, but I think it would probably be 
worthwhile to give a little thought to that. 

Mr. Gross. One more followup here. Do you have a report of jobs 
that were eliminated through your people in the Bureau of the 
Budget and where the jobs were eliminated, we will say, as of last 
year? 

Could you provide this committee with a report through your 
activities ¢ 

Mr. Sraats. When we reach agreement with an agency to reduce 
personnel, I don’t know whether we can say that was due to our efforts, 
or due to the agency’s effort, or through some combination of the 
two. <Any effort to try to say how much we saved as against how much 
the agency had saved who agreed with us in taking the action would 
be awfully difficult to do. 

Mr. Gross. I seemed to get the impression from your testimony a 
little while ago that you were in effect riding herd on these people 
and perhaps there were some reports available in your office. 
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Mr. Sraats. We could show you how much money has been put in 
reserve of the agencies’ appropriations. That can be done. 

Mr. Gross. that is dealing in fat? 

_ Mr. Sraarts. That is dealing with the total amount of money put 
in reserve. 

Mr. Gross. Based upon the testimony put in here today, 2.2 per- 
cent, that is mostly lard, isn’t it? It is fat. You are saving money 
that was appropriated but not spent. 

Mr. Sraats. If it would otherwise have been spent we think it is 
just as valid. 

Mr. Gross. I go along with that, but there was no net reduction. 

Mr. Sraats. That is quite true. 

Mr. Beten. Mr. Chairman, I wanted to point out that one of the 
purposes the committee had in making this study of financial manage- 
ment functions was to find out just how many people were engaged 
Government wide and there was around 140,000 people engaged in 
the financial management, the Bureau of the Budget, type of activity. 
With respect to the individual who works for Defense or whoever he 
works for, the average salary is around $5,000 or $5,200 a year. It 
was my thought that the Bureau of the Budget might say, “Well, if 
we have 133,000 people, to take a round figure, engaged in this activity, 
maybe we would have a lot less if we took about 500 of them and put 
them to policing this thing.” 

That was the idea, to find out if we have the 133,000 in the right 
place in the Government, because it is all part of the $13 billion 
a vast payroll. You might be able to find some of your help right 
in there. 

Mr. Sraats. We appreciate that. I might continue here, if it is 
agreeable. 

Mr. Davis. Yes. 

Mr. Sraats. I think some of this we perhaps already covered in 
our questions, but I will read through it quickly. 

In carrying out its responsibilities for budget execution, the Bureau 
of the Budget requires regular periodic reporting of budget expendi- 
tures and employment in order to keep these matters under continuous 
review. The agencies prepare a summary financial plan showing esti- 
mated employment and expenditures month by month for the current 
fiscal year. They then report—monthly in the case of the major 
agencies and quarterly for the small ones—showing actual data for 
those months which have passed and indicate any revisions in plans as 
compared to the original plan. The reports also show civilian employ- 
ment which could be reasonably financed within appropriations made 
available by the Congress. 

The comparison of actual employment and the planned staffing 
as of each month enables the Bureau to appraise the progress being 
made in achieving a reduction and provides the facts for a report 
to the President each month on the specific accomplishments of the 
agencies in carrying out his policies. Where agencies’ plans do not 
show reasonable application of the policy or where their actual ac- 
complishments fail to live up to their expectations, followup action 
is taken to determine the reasons and to stimulate better compliance 
with the policies of the President. 
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Mr. Davis. I presume you made this statement based on actual 
facts. Have you found some agencies whose plans did not show the 
reasonable application of the policy ¢ 

Mr. Sraats. We have a large number of instances where we have 
been able to get action taken, Mr. Chairman. 

Mr. Davis. That would call for some rather drastic action, wouldn’t 
it, and are you taking that? 

Mr. Sraats. We have authority to put money in reserve, as I 
mentioned a while ago, and this is pretty drastic action, but we have 
done that on occasion, There have been many other ways that we 
have followed up on these. 

Mr. Davis. But you really do have a firm policy to deal with a 
situation of that kind ? 

Mr. Sraats. That is correct. 

Turning to questions three and four of your letter to Mr. Stans 
which relate to what we have designated as management and operat- 
ing contracts. These are cost-reimbursement type contracts under 
which the Government contracts with nonprofit institutions, private 
businesses, or universities to administer research and development 
establishments on behalf of the Government, to operate Government 
owned or leased industrial facilities, or to provide personal or pro- 
fessional services authorized by law. 

When I appeared before this subcommittee last December, I in- 
dicated that the Bureau of the Budget had a major interest in this 
area and was developing guidelines for Federal agencies on the use 
of management and operating contracts, These guides were issued 
on February 25, 1959, in the form of Bureau of the Budget Circular 
No. A-49, copies of which were sent to the subcommittee, 

Circular No. A-49 reflects the best and most successful practices of 
those agencies having experience with management and operating 
contracts. The circular establishes general criteria for all agencies 
and particularly those contemplating use of the contract device for 
the first time. 

I might say here that the Space Agency was one of the agencies that 
was particularly involved in this connection. The responsibility for 
the use of such contracts and for implementation of the criteria, it 
should be emphasized, rests with the individual agencies. I think this 
is pertinent to the question that Congressman Johansen mentioned 
a while ago. 

Specific policies and procedures are worked out by them in the con- 
text of their applicable laws, Executive orders, regulations and pro- 
gram needs. 

The circular states that each agency which expects to use manage- 
ment and operating contracts should develop criteria for using such 
contracts as an alternative to direct procurement from private sup- 
pliers or direct Government operation. 

Mr. Davis. Let me ask you a question right there, Mr. Staats. 
Maybe you are not the person to ask. Maybe I should ask somebody 
in the Defense Department. However, if in a Government agency or 
department they determine that they want to contract out certain re- 
sponsibilities or functions do you have any supervision over that, or 
does anybody have any supervision over that? 

Mr. Staats. We have no supervision over it. This is a responsi- 
bility that the agency has under the law. 
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Mr. Davis. And if they make a mistake or use bad judgment there 
is nobody that could be expected to correct it? 

Mr. Sraats. Except through the normal process of Presidential 
supervision of the agency, supervision of the agency head, this is 
correct. 

Mr. Davis. Well, the agency would represent the Presidential su- 
pervision itself, would it not ? 

Mr. Sraats. But my point is that there is no authority, nor is there 
any established procedure for the review of individual contracts out- 
side of the agency except by the General Accounting Office. 

Mr. Davis. If they do too much of that or used bad judgment on it, 
it is just too bad ? 

Mr. Sraats. We would not have the staff, nor do we feel that it is 
appropriate for us to tell them whether we think an individual con- 
tract is a good contract. We think this is something that goes with 
the operating responsibility in the agency. 

Mr. Davis. They pretty well have a free hand, then, as far as that 
is concerned ? 

Mr. Sraats. Unless it happens to be something that the President or 
the Congress has asked the Bureau to deal with on a case-by-case 
basis, we do not feel that it is something where we can look over 
the shoulder of an agency and say “We do not think this is an appro- 
priate contract for you to sign.” 

Mr. Gross. Mr. Chairman. 

Mr. Davis. Mr. Gross. 

Mr. Gross. An agency comes in and makes a showing that they have 
reduced personnel. You never inquire as to whether they have farmed 
out or are using the money to pay for a consulting firm or a manage- 
ment firm or anything of that kind? You never make any inquiry 
as to that? 

Mr. Sraats. Oh, yes, we make an inquiry, but I think the chair- 
man’s question is whether we had authority to stop them from doing it. 

Mr. Gross. Don’t they have to justify these expenditures when they 
come before you ? 

Mr. Sraats. Not on an individual contract basis; no, sir. 

Mr. Gross. But there is no justification whatever ? 

Mr. Sraats. They would report on it only as they report their per- 
sonnel requirements on a month-by-month basis. We do get advised 
on the expenditures that they make for this purpose. 

Mr. Gross. And you can’t question those expenditures ? 

Mr. Sraatrs. We can question them, but I think again the question 
of the chairman was whether or not we had the right to review in- 
dividual contracts before they are signed by the agency to determine 
whether or not it would be more or less efficient for the Government 
to manage that operation directly or contract it out. 

Mr. Gross. The point I am getting at here is that we hear criti- 
cisms from the Comptroller General, Mr. Campbell, of certain pro- 
grams and the expenditures under certain programs. I don’t hear 
any criticisms or read any criticisms from the Bureau of the Budget 
as to expenditures anywhere at any time. Why? Is everything all 
right with you people over in the Bureau of the Budget? 

Mr. Sraats. Our reports are not published reports, as the GAO re- 
ports are. 
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Mr. Gross. Why not? If you find something wrong, why not? 

Mr. Sraats. This would be a matter for the agency itself to decide, 
but we do not make the kind of investigations in the form of published 
reports that the General Accounting Office makes. It is not our 
job to do that. If we find more is being spent than should be spent, 
then it is our job to put the money in reserve, and that is what we do. 

Mr. Davis. Mr. Staats, the General Accounting Office and the Civil 
Service Commission are making field investigations in the personnel 
area. Is there a procedure of following up on the deficiency shown in 
their reports, and are they encouraged to report what might be termed 
soft spots and dothey have a channel for such reports? 

Mr. Staats. Within the last year, and I don’t have the exact date, 
we have issued instructions to the agencies directing them that on any 
report made by the General Accounting Office, which makes findings 
or makes recommendations with respect to personnel or any other 
matter, as far as that is concerned, that we would like a report as to 
what actions they are taking by way of followup on them. I will 
be very happy to make a copy of that letter available to you. We think 
that this is one way that we can follow up on the GAO reports to 
find out whether there is any action which falls within our responsi- 
bility or the agency’s responsibility that needs some attention in the 
light of those reports. 

Mr. Davis. Do you mind furnishing that for the record ? 

Mr. Sraats. I will be glad to do that. 

(The information follows :) 


Circular No. A—50, effective April 1, 1959, was issued by the Bureau of the 
Budget to establish a uniform policy and procedure for all agencies of the 
executive branch relating to General Accounting Office reports on its audits and 
investigations. The circular, a copy of which is attached, requires the head of 
each agency to provide for systematic consideration of all GAO reports on the 
work of his agency. In the more important instances, agencies are also required 
to comment on the report to the Bureau of the Budget. Bureau of the Budget 
reviews each report and wherever significant budgetary, accounting, and man- 
agement problems are reported, examiners are under instructions to actively 
follow up on the matter. The corrective action taken by the agencies has 
Bureau of the Budget encouragement, but it is not practicable to identify the 
extent to which the results can be attributed specifically to the Bureau of the 
Budget. 

Examples of some audit reports dealing, in part, with manpower utilization 
are to be found in two reports on local housing activities, Public Housing Ad- 
ministration, Housing and Home Finance Agency, and one for Veterans’ Admin- 
istration. The housing reports stated that the number of management 
employees in excess of a PHA limitation (1-employee-to-85-managed-units), re- 
sulted in extra costs annually of $37,500 in Detroit and $22,000 in San Francisco. 
These instances of overstaffing were subsequently corrected. In the VA report, 
GAO recommended that the Administrator develop guidelines for staffing hos- 
pital supply divisions with a view to relating personnel requirements to work- 
load. Guidelines governing supply activities in the field have been developed 
and published. Furthermore, studies are now being made of the feasibility of 
combining certain organizational units at individual locations in order to reduce 
personnel. 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGEY, 
Washington, D.C., April 1, 1959. 


Circular No. A-50. 

To the heads of executive departments and establishments. 

Subject: Executive branch action on reports by the General Accounting Office on 
audits and investigations. 


1. Purpose—Agencies of the executive branch have regularly given careful 
attention to reports made by the General Accounting Office in connection with its 
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audits and investigations. This circular establishes a uniform policy and proce- 
dure for such consideration by agencies of the executive branch, ineluding where 
appropriate the initiation of followup action and the subsequent filing of a state- 
ment of views and results with the Bureau of the Budget. 

2. Policy on General Accounting Office reports.—The General Accounting Office 
has the responsibility for making independent audits and investigations of the 
agencies and functions of the executive branch. General Accounting Office re- 
ports, although varying in form and scope, often contain good independent re- 
views of executive branch operations as well as significant findings. In some 
cases, suggestions and recommendations are offered for changes in laws, policies, 
methods, and procedures. 

Findings, suggestions, and recommendations in the reports will be given care- 
ful consideration by the respective agencies of the executive branch. The agen- 
cies are not obliged to accept these findings, suggestions, and recommendations. 
However, it is the intention that systematic consideration of the reports result 
in constructive action on every recommendation where such action is appropriate 
from the viewpoint of the executive branch. 

3. Action by the agencies—The head of each agency shall provide for the 
systematic consideration of all General Accounting Office reports on the work 
of his agency—both those on which agency statements are required by para- 
graph 4 below and those additional General Accounting Office reports on which 
agency statements are not required. When review in the agency indicates that 
action would be appropriate, the head of the agency shall promptly initiate such 
action. Where the action requires clearance by a central agency of the Govern- 
ment, or where it requires action regarding legislation or appropriations to put 
it in effect, the agency will proceed through the usual channels. 

4. Requirement for agency statement to the Bureau of the Budget—Within 
60 calendar days after formal transmittal of a General Accounting Office report 
to the agency, the head of the agency will comment on it to the Bureau of the 
Budget whenever the report is addressed to the Congress, to a congressional 
committee, or to the agency head by the Comptroller General. 

Such a statement is not required on reports addressed to subordinate officials 
of an agency, or transmitted by subordinate officials of the General Accounting 
Office, unless specifically requested by the Bureau of the Budget. The state- 
ment may be omitted if none of the points mentioned in paragraph 5 is ap- 
plicable to the report. 

5. Content of agency statement.—The statement to the Bureau of the Budget 
required by paragraph 4 shall be submitted in an original and three copies and 
will cover the following points regarding the General Accounting Office report : 

(a) If specific recommendations to the President, to the Congress, or to the 
Bureau of the Budget are included, the agency head should indicate his views 
on them and state what events, if any, have taken place with respect to the 
subject concerned since the time the report was prepared. 

(b) If the report contains financial statements which are accompanied by 
a qualified audit opinion, or a disclaimer of opinion—as distinguished from 
an unqualified opinion—that they fairly present the financial position and re- 
sults of operations, the agency head should explain the steps he is taking to 
remove the difficulties insofar as they are within the power of the agency to 
correct. 

(c) If the report indicates a violation of law, the agency head will explain 
his views, and if a violation of law is established, he will state what is being 
done to prevent recurrence. If additional agency action is required (as in the 
case of violations of the Antideficiency Act, sec. 3679 of the Revised Statutes, 
as amended), the agency head will include comments on the status of his action 
in this respect. 

(d) If the report contains significant findings or recommendations to the 
agency, the agency head will give a brief statement of his views on them and 
the current status of the matter. It will not be necessary to cover those findings 
where the report itself indicates that sufficient corrective action has been taken. 

Copies of correspondence with the General Accounting Office may be used, 
where appropriate, in reporting to the Bureau of the Budget on the above items 
(see par. 6). If action is incomplete at the time the statement is made to 
the Bureau of the Budget, a supplementary statement should be made when the 
matters outstanding are disposed of. 
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6. Relationship to comments on a preliminary draft of a report.—In some 
cases, the General Accounting Office furnishes to the agency concerned a pre- 
liminary draft of its proposed report and invites comments prior to the time 
that the report is put into final form. The agency statement required by this 
circular relates to the actual report, not to preliminary drafts. However, 
where the final report and the preliminary draft are substantially the same, 
the agency head may submit to the Bureau of the Budget copies of his comments 
on the draft, but he must also submit such additional data as required by 
paragraph 5, above. 

7. Specific reports to congressional committees.—Occasionally congressional 
committees request an agency head to express views in writing on a General 
Accounting Office report. In such cases, two copies of the communication to 
the committee will be promptly furnished to the Bureau of the Budget for its 
information. Where the communication to the committee includes an expres- 
sion of views on proposed or pending legislation, it will be subject to coordina- 
tion and clearance in advance in accordance with the regularly established 
procedures set forth in Bureau of the Budget circular No. A-19. Similarly, 
where a statement of agency views deals with matters pertaining to other 
agencies or with executive budget policies, four copies of the proposed com- 
munication will be furnished to the Bureau of the Budget for coordination in 
advance of transmittal to the committee. 

8. Effective date and transitional requirement.—This circular is effective 
with respect to reports issued by the General Accounting Office after April 1, 
1959. 

In some cases, the Bureau of the Budget may desire comments on a General 
Accounting Office report which was issued before April 1, 1959. Such comments 
will be requested in writing and will be due within 60 calendar days tfter the 
request. The information desired will be along the lines indicated in paragraph 
5 unless otherwise specified in the request. 

By direction of the President. 

Maovrice H. Stans, Director. 


Mr. Gross. How about the Civil Service Commission who have 
people in the field, and the Inspector General, and so forth? Do you 
get those reports? 

Mr. Staats. Yes. We have had a longstanding procedure with the 
Civil Service Commission. As you know, we have two former mem- 
bers of the Bureau statf who are members of the Commission and we 
have very close and cooperative relations with the Commission. 

Mr. Gross. Can you give us examples of where you have taken 
action to back up those agencies / 

Mr. Sraats. I can give you examples of that nature. 

Mr. Gross. The Inspector General as well ? 

Mr. Staats. The Comptroller General. 

Mr. Gross. No, Inspector General of the Army. 

Mr. Sraats. Oh, of the military? 

Mr. Gross. Yes. 

Mr. Sraats. Iam not sure what our procedure is with the Inspector 
— of the military in this respect. I would have to check on 
this. 

Mr. Gross. Could you give an example of where you have reserved 
money or where you have taken action to back up these reports? 
Could you provide the committee with that information ? 

Mr. Sraats. I thought you were talking about civil service. 

Mr. Davis. Proceed. 

Mr. Sraats. These contracts have been found most useful in the 
performance of functions involving large-scale industrial manage- 
ment and the conduct of research and where functions must be or- 
ganized with unusual speed. It indicates, however, that factors, in- 
cluding economy, the need for inservice capability, availability of 
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products or services within the Government or from private sources, 
and the existence of qualified contractors, should be considered before 
deciding to contract. 

The circular further states that functions involving control of Fed- 
eral personnel—except for training—the exercise of sovereign police 
and regulatory powers, the determination of basic Government poli- 
cies, and day-by-day continuing staff and management activities of 
an agency are not suitable for performance under a contract. 

Appended to the circular are further guidelines for the selection and 
supervision of contractors once the decision to contract is made. In- 
cluded is material bearing on control of contractor costs and personnel 

ractices. Also covered are various types of supervisory machinery, 
including management appraisals, audits, and budget reviews—all 
with emphasis on giving the contractor the necessary flexibility to 
carry out the mission. 

We believe the Bureau of the Budget circular is having a construc- 
tive influence. For example, a new Department of the Air Force 
issuance, Air Force Regulation No. 25-6, on the use of contract serv- 
ices, contains many of the guides set forth in the Bureau’s circular. 

Mr. Davis. Was that issued after your circular or before / 

Mr. Sraats. That was issued subsequent to our circular, on Au- 
gust 14 of this year. Among others, the National Science Founda- 
tion has indicated that it is in the process of preparing its own con- 
tracting standards, in keeping with the Bureau’s guides. Of course, 
the Atomic Energy Commission and the Defense Department have 
Jong had criteria established in this field, many of which were incorpo- 
rated in the Bureau issuance. And, on several occasions in the past 
year, we have discussed with agencies the application of the guides to 
specific contracting problems. 

In summary, we believe that Circular No, A-49 represents a signif- 
icant development. Admittedly, many problems and issues involved 
in the use of management and operating contracts remain. We plan 
to continue to work with interested agencies in the area and as time 
goes on the circular may need revision and perhaps expansion to cover 
new and changing conditions. 

In this connection, the Bureau of the Budget has recently issued, at 
the direction of the President, Bulletin No, 60-2, dated September 21, 
1959, “Commercial-Industrial Activities of the Government Provid- 
ing Products and Services for Governmental Use.” 

The bulletin relates to Circular No, A-49 in that it sets forth addi- 
tional considerations for agencies which use or contemplate certain 
types of management and operating contracts. It is the third in a 
series designed to carry out the policy that— 
the Federal Government will not start nor carry on any commercial activity to 


provide a service or product for its own use if such product or service can be 
procured from private enterprise through ordinary business channels. 


Mr. Davis. Mr. Staats, I am advised that we do not have a copy of 
Bulletin No. 60-2. 

Mr. Sraats. I have copies here, Mr. Chairman, if you would like to 
have them. I can put them in the record or, if you would like them 
at this point, we can make them available. 

Mr. Davis. Just leave them here for us. 

Mr. Sraats. All right. 
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Because the private enterprise system is basic to the American 
economy, the general policy establishes a presumption in favor of 
Government procurement from commercial sources. This has the two- 
fold benefit of furthering the free enterprise system and permitting 
agencies to concentrate their efforts on their primary objectives. Bul- 
letin No. 60-2 recognizes, however, that it may be essential and in the 
public interest for the Government to continue to carry on certain 
commercial-industrial activities because of national security, or other 
compelling reasons. 

Under the provision of these circulars, agencies have inventoried 
their commercial-industrial activities which provide a product or serv- 
ice for the Government’s own use. They then evaluated those activities 
in the manufacturing and service categories to determine which prod- 
ucts or services should be procured from private industry. Bulletin 
No. 60-2 calls for a report on the current status of those activities 
evaluated previously, as well as the completion of the evaluation of all 
remaining categories, such as transportation, communications, ware- 
housing, utilities, and all Government-owned, contractor-operated 
facilities. 

The latter group has been included because the operation of a Gov- 
ernment plant by a private contractor in order to supply the Govern- 
ment’s requirements does not constitute procurement from private 
enterprise through ordinary business channels. Criteria are included 
in the bulletin to aid agencies in making their findings. 

Mr. JoHansEN. Mr. Staats, one point: Would you feel that Govern- 
ment procurement through private enterprise would be more in keep- 
ing with the private enterprise system insofar as it is procured on a 
competitive basis rather than on a negotiated cost-plus basis? 

r. Staats. I appreciate that in many, many cases it is hard to get 
competition on contracts. I think that the Congress went quite a long 
way in the Armed Services Procurement Act in the direction of nego- 
tiated contracts by any standard of comparison prior to that time. 
There are many people who feel that perhaps it went too far, but I 
know that the Congress has been looking at this problem from several 
different angles. The Armed Services Committee last year held hear- 
ings on it. The se sore a Committee has reviewed the matter, 
and as procurement becomes more and more complicated in this missile 
age, this problem becomes more and more difficult to assess. 

To answer your question specifically, I certainly agree that in any 
area where you can get competition, maximum use ought to be made 
of competitive bids. This is related to the contract renegotiation issue 
also, where the Congress enacted legislation to provide for renegoti- 
ation of contracts where that seems to be called for. I believe it is con- 
templated that that law will be extended and I hope that the Congress 
will extend it. Certainly I think as a general rule the presumption 
ought to be in favor of competitive bids. 

Mr. JoHANsEN. I am glad to hear you say that. 

Mr. Sraats. Mr. Chairman, in conclusion I believe it is appropriate 
to point out that the program for reductions in civilian employment, 
as well as the program to reduce competition with private enterprise, 
produce unmeasurable collateral as well as direct results. Unques- 
tionably the effort to achieve a 2 percent reduction in employment 
has caused executive agencies to scrutinize their operations with great 
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care and has, therefore, achieved increases in operating efficiency apart 
from those reflected in actual personnel reductions. The program to 
reduce competition with private business has resulted in similar agency 
self-appraisals which in turn achieved more efficient operations. For 
example, one agency in the process of evaluating its commercial-indus- 
trial activities found that it would substitute commercial-type vehicles 
for its special vehicles and thus reduce procurement and maintenance 
costs. Both programs have also served as a brake on new activities 
and expansions of existing activities. 

I would be happy to anwer any further questions, Mr. Chairman, 
on these circulars. These two gentlemen on my left here have been 
working on these matters in great detail, but if there is any additional 
information that we can supply at this point, or for the record, we 
would be happy to do so. 

Mr. Davis. Let me say we thank you for this statement and for 
the information you have given us. We have asked a number of 
questions that have occurred to us as we went along with your state- 
ment, and we probably have covered the field pretty well, much 
better than we would have had we just listened to your statement and 
then gone back and tried to cover the questions again. 

I would like to add that for the second successive year now we 
have been told on this subcommittee that the Bureau hopes to achieve 
a 2 percent reduction in personnel. This I believe is your language, 
“Which could be hired within available appropriations.” If this 
can be done after the money is requested and appropriated, why 
couldn’t it be done in advance; that is, why couldn’t a 2 percent re- 
duction in personal services authorizations been in the budget pres- 
entation ? 

Mr. Sraats. I would be happy to respond in this way on this one. 
I think in part that it reflects improvements or savings which we 
could not anticipate at the time the budget is submitted and in part 
it reflects action by the Congress in increasing the President’s ula 
1 think both of these are involved in approaching this after the fact 
instead of before the fact. In this last year, as you know, on the ap- 
"aes wor bills the Congress actually reduced the President’s 

udget, but on other bills authorizing programs through other chan- 
nels it increased the net. The increase was rather considerable. 

Mr. Davis. There is more reason, after the budget has approved it 
and after the money has been appropriated, for an agency to insist, 
and they very properly could msist, on spending this money and 
having these employees. If you are able after you once approved 
it and after the Congress has appropriated the money to then go in 
there and effect reductions, doesn’t it seem to you that you could do 
it more easily before both those steps have been taken ? 

Mr. Sraats. We do reduce it as far as we can on the basis of facts 
available at the time budget decisions are made. 

Mr. Davis. That gets back, I think, to the same proposition we 
were discussing awhile ago that your sights are not high enough. 
If you would just get them up some higher you could probably do 
better before the budget is approved and before the appropriation is 


made. Wouldn’t you think so? 
Mr. Sraats. I think this is an awfully difficult one to be very ex- 
plicit about. When you arrive at a budget figure to submit to the 
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Congress, it is a matter of forecasting 18 months in advance what the 
requirements are going to be. Frankly, we do find in many cases 
that we have misjudged programs, for we assume that programs are 
going to develop at a certain level and the workload materializes in 
some cases and in other cases it does not. We are dealing in many 
areas with unpredictables. If we can make the saving after the ap- 
hte is made, we feel that we ought to do that, but, to be very 

onest about it, in many cases we can’t predict what the workload is 
going to be. You can use experience and make a forecast, based on 
experience, but you may turn out to be wrong. The natural tendency 
is to err on the high side. I think that is really what is involved. 

Mr. Davis. By making these reductions in advance of the budget 
recommendations and the congressional appropriations, you can pro- 
ceed then with what might be called a fat-free personnel appropria- 
tion to accomplish really 2 percent reduction in empolyment instead 
of a paper reduction which is not a reduction at. all, but is merely a 
failure to increase. 

This matching of 2 percent reductions against money the agencies 
could have spent, but did not spend, would seem to be just leading 
us in a vicious circle; that is, we always end up where we started with 
no real reduction in employment. 

Mr. Sraats. Mr. Chairman, I hate to disagree with you, because 
we agree so much on everything else, but it seems to me that this is 
about the only point of departure that you can make; that is what 
agencies get in appropriations. The budget may be too high. This 
is a debatable point. The Congress may appropriate too much. 

Mr. Davis. Congress has to rely in the first place on what you come 
and tell us about these things. As I said, a while ago, Congress by 
appropriating the money does not mean to say and does not say: 
“Take this and spend it.” Congress appropriates this amount with 
the hope that there can be reductions, but we don’t want to cut 
appropritions below the point where the Government functions would 
suffer. 

If we appropriate what you say ought to be appropriated we don’t 
mean that to be a directive that that much is to be spent. Certainly 
we feel that if a reduction can be made it should be made and that 
then that should be taken into account in making up the budget for 
the next year and a real effort be made to achieve this percentage 
reduction. 

T want to say this: We agree with you that there are some Govern- 
ment agency heads that do an honest job in trying to hold down 
Federal expenses and they deserve great credit for it and they deserve 
the cooperation of this committee, the Congress, your agencies, your 
bureau, and everybody concerned with the Government. But on the 
other hand, you know and I know that there are bureaucrats in tl is 
Government that don’t care a nickel’s worth what this subcommittee 
thinks, what you think or what anybody thinks, the President or 
anybody else, and if they can get by with it they are not going to 
reduce employment. They are going to continue to increase it. Those 
are the ones that we have to hammer on. I just want you to bear that 
in mind. That is your jobs as much as it is ours and we want to work 
with you in doing it. 

Mr. Atrorp. Mr. Chairman. 
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Mr. Davis. Dr. Alford. 

Mr. Atrorp. I would like to clarify one point. Just as a specific 
example, did I understand you correctly? You said that the In- 
spector General of the Army, for example, does not supply you with 
their reports. I know that they conduct very efficient surveys on their 
manpower problems. 

Mr. Sraats. While I believe these reports are available to us, 1 am 
not sure. I will have to check to see what the procedure is with 
respect to the use of those reports by the Bureau and the budgetary 
savings made by the Inspector General. 

Mr. Axrorp. It just seemed to me in listening that it would be 
very pertinent to the question at hand here today if the Bureau of 
the Budget had the information from the Inspector General of the 
Army and in like manner from the Civil Service Commission. 

Mr. Sraats. I know we have it from the Commission and I believe 
we have it from the Inspector General, but I don’t want to be specific 
about something that I am just not sure about. 

Mr. Atrorp. Thank you very much. 

Mr. Jonansen. Mr. Chairman, what sort of reports do you have 
from the Civil Service Commission which have the effect of policing 
and eliminating wasteful utilization of manpower? Do you get from 
the Civil Service Commission the information and the tools that you 
need to do your policing of that personnel apenas ¢ 

Mr. Sraars. My general impression is that these have been very 
useful and they are available to us in our review of the agencies’ 
budget requirements. As to whether they could be improved in any 
specific manner or not, I would have to talk to the Commission mem- 
bers about it. 

I have not reviewed this question with them recently, but I know 
that the information is available and we have used it. 

Mr. Jonansen. I have in mind a hypothetical situation in an agency 
or a department where there has been an unwarranted mushrooming of 

ersonnel. Is it your understanding that if that occurs the Civil 
Service Commission will spot it and, if they do spot it, what are they 
empowered to do about it? What do they do about it? And are you 
brought into an awareness of that ? 

Mr. Sraats. Yes, we are. We have a procedure with them whereby 
we get copies of their material and we have a great deal of informal 
a with them by telephone and their people know our staff quite 
well. 

Mr. JoHAnseN. Would you be able to indicate the extent to which 
or the number of instances in which in the last year or the last 6 
months the Civil Service Commission has brought to the attention of. 
the Bureau of the Budget excessive manning of a department or 
agency 

Mr. Staats. I would be very happy to check on that and, if we can 
be specific about it, we will put it in the record. 

Mr. Jonansen. Could you make it known to the committee before 
the Civil Service Commission witness appears on Friday ? 

Mr. Sraats. We will give you what we can before Friday. 

Mr. Jonansen. I would appreciate it so that we can have that report 
as against what they profess. 
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Mr. Sraats. I do not wish to leave any misunderstanding about 
the point you have asked as to why we applied 2 percent after the fact 
instead of before the fact. Our approach to this is that we review 
agency by agency, program by program. We go through every 
agency's budget with a fine tooth comb through the budget process 
and we get the personnel figures as well as the money figures down to 
what we think is the absolute minimum to carry out their program. 
We have to recognize in many cases, however, that we are dealing 
with workloads which are projected for a considerable period ahead 
and sometimes we are going to be wrong on that. We may be higher 
or we may be lower. The Congress reviews the budget and in many 
cases changes the figures. I would say that the philosophy of the 2 
percent approach ought to be to try to achieve savings in efficiencies 
and improvements in operations after the fact, which we could not be 
certain about at the time we submitted the budget to the Congress. I 
yes aa it is a combination of the two approaches rather than one or the 
other. 

Mr. Davis. With all due respect to you, and you know I have a lot 
of respect for you, I think some of these agency heads have you over- 
sold on their need for personnel. I go back and study the budget for 
previous years and I see, for instance, where our salaries of Federal 
civilian employees are now running over a billion dollars a month, 
$12 billion a year. 

I look back to 1940 when the cost of operating the entire Federal 
Government was just a little over $9 billion. I look back to 1932 when 
it was just a little over $4.6 billion. Then I think today there is just 
one item, the salaries of Federal civilian employees, which is runnin 
at $12 billion a year. I just think they have you oversold on the nee 
for Federal employees and I think there alt to be a much stronger 
effort made through the plan that this subcommittee has been ham- 
mering on for the last 4 years to get the thing cut down. We have 
outlined the plan which i think is reasonable, logical, and would be 
effective if we could get the executive department to come up with a 
real will to put it across. I think this plan of reducing employment 
through the process of attrition, through not filling vacancies, that 
you could cut this thing without too much trouble. But we must have 
the support of all the people in Government. 

Mr. Sraats. It is always possible to reduce this further, but I think 
we ought to recognize at the same time that it is basically the pro- 
grams which the executive and the legislative propose that are going 
to determine this overall. 

Mr. Davis. I realize what you are driving at there, but the executive 
and legislative ought to get together and trim this employment down. 
That is what I think about it. 

Mr. Sraars. We certainly appreciate the support and the coopera- 
tion we have had from you and this committee. 

Mr. Gross. Mr. Chairman. 

Mr. Davis. Mr. Gross. 

Mr. Gross. Mr. Staats, it is my view, particularly since the Bureau 
of the Budget does not have its own field staff, that there should be 
made available to it the summaries of all inefficient Government opera- 
tions developed by investigators paid for by Government funds. The 
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question is this: Do you have the authority to get reports of that kind, 
or do you need legislation to get them / 

Mr. Sraats. I don’t think we need any legislation to get them. To 
the best of my knowledge we can get all the reports of this type. 

Mr. Gross. All reports from all agencies ? 

Mr. Sraats. In the nature of personnel utilization surveys or finan- 
cial surveys. 

Mr. Gross. Including the Inspector General ? 

Mr. Sraars. I want to check on the Inspector General a little 
further. 

Mr. Atrorp. Mr. Chairman, would it be possible to have those made 
available as part of this hearing in the record ¢ 

Mr. Beten. We have never been able to get Inspector General re- 
‘aac here. I doubt if we could get them, but the thought was if some- 

ody got them and followed through on them it would be of help. 

Mr. Aurorp. Then in response to Mr. Gross, is legislation necessary 
to get the report? It seems to me that the people have a right to have 
a report on that. 

Mr. Gross. I am particularly interested in seeing that the Bureau 
of the Budget gets these reports so that we can hold someone respon- 
sible for having received them, scrutinized them, and place the respon- 
sibility for nonperformance where it belongs. 

Mr. Sraats. I think that is a fair position. 

Mr. Davis. You make us a report on it then as to whether you have 
been able to get them and if not, maybe we might get them through 
legislation. 

(The information requested follows :) 


The following information is provided with respect to the availability of cer- 
tain agency inspection reports to the Bureau of the Budget and the use it makes 
of them. 

1. Inspector General of the Army.—The Army has a pyramidal system of 
Inspector General reports which we have no need to review on a routine basis. 
Whenever the need for such reports arises, they are furnished to us. On man- 
power utilization, a rather extensive series of reviews and reports, activity by 
activity, exists within the Department. We refer to the reports and data gen- 
erated by this system whenever indicated as a part of our normal program 
reviews. 

2. Post Office management and inspection reports—Perodic reports pertain- 
ing to man-hours used and productivity are available to the Bureau for review 
and analysis. Such reports include information on regional operations as well 
as individual post offices. We also from time to time review internal audit 
reports concerning the operations of regions and have on occasion had access 
to inspection service studies concerning specific problems in which we may have 
an interest. Reports of investigations made by the inspection service have been 
considered of an administratively confidential nature for internal use by the 
Postmaster General and his immediate staff and have not been requested by 
the Bureau. 

3. Civil Service Commission combined inspection reports.—The Bureau of the 
Budget reviews a copy of each Civil Service Commission combined inspection 
report on agency headquarters personnel programs. Since any serious person- 
nel program deficiency reported in a Commission field inspection is given appro- 
priate notice in the headquarters report, the Bureau does not regularly review 
the nearly 3,000 individual field reports. 

The Commission’s inspection reports cover only agency personnel program 
matters and are not designed to cover manpower utilization, organization of 
agency functions, or under or over staffing: nor does the Bureau look to the 
Commission for general management and substantive program appraisals of 
that nature. 

The Bureau reviews the inspection reports for information concerning the 
current agency personnel programs and their compliance with law and the 
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Commission’s standards and regulations. Such information assists in the 
Bureau’s appraisal of agency management, and the close relationship which 
exists between the Bureau of the Budget and the Commission is beneficial in 
promoting a better understanding of agency personnel programs and problems. 

Mr. Jouansen. Can you give us now or can you supply for the rec- 
ord the total dollar amount of the Federal payroll for the years from 
1953 to 1959 inclusive for which we are supplied the number of Fed- 
eral employees ¢ 

Mr. Sraats. We will try to develop it. This will take a little bit of 
time because we are in the middle of working on the 1961 budget, but 
we can develop it if you don’t need it this week. 

Mr. Jonansen. Is there any department that would have it readily ? 

Mr. Sraats. I am advised not. 

Mr. JoHansen. Mr. Chairman, does the Byrd committee show dollar 
figures in their reports? 

Mr. Davis. Yes, they do. 

Mr. JoHansen. I wonder if the staff can provide those figures for 
the record ? 

Mr. Beten. Certainly. 

Mr. Sraats. We supplied the figures to the Byrd committee, so if 
they have it Iam sure we have. 

Mr. Davis. They give the personnel and dollar amounts. 

Mr. Sraats. We will supply the dollar figure. 

Mr. JoHANsEN. Then don’t trouble to get them separately and we 
will see if we can possibly incorporate just the totals, because in the 
final analysis the impact on the taxpayer is in terms of that figure 
and that figure alone, and the question of whether we make any 
gains or whether we are condemned to eternal loss of ground is going 
to be reflected in those figures and no other figures. 

Mr. Staats. It is an all-time high right now. 

Mr. JonansENn. I am going to ask if the staff can provide those 
for those years and give them to us to read into the record at the next 
session. 

Mr. Gross. Will one of the gentlemen say what the situation will 
be next June 30 with respect to the deficit ? 

Mr. Sraats. This is a tough one. We are still hopeful. 

Mr. Gross. So are the taxpayers. 

Mr. Sraats. It will depend a great deal on the economy, to be very 
frank about it, as to whether the economy continues to grow; and the 
steel strike is involved in this. 

Mr. Gross. There will be a deficit, however, won't there ? 

Mr. Staats. At the end of June? 

Mr. Gross. Yes. 

Mr. Sraats. We have not been able to get hard figures on receipts 
and this is because there are no firm data on recent corporate profits. 
As far as corporate profits are concerned, it is pretty clear that, even 
without resumption of the steel strike, the strike has already hurt. 
The big imponderable here is how much resumption of production 
there is going to be, how fast it will be, and how much inventory re- 
building will take place, not only directly in the steel industry, but 
also in the various industries that depend on steel—housing, con- 
struction, automobiles, and consumer goods being the principal ones 
involved. 
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Mr. Gross. I don’t want to belabor this, but you are omitting an im- 
portant one, the new wealth dollar, a $2 billion drop in farm income 
this year which will be reflected in revenues. 

Mr. Sraats. Personal income, also affected by the strike, is reflected 
in withholding of personal taxes. I am not trying to avoid your ques- 
tion, but we just can’t be certain at this point as to what the full 
effect of this is going to be. 

We are trying the best we can to get something that will be 
firm that can be reflected on the receipt side. 

Mr. Gross. But you fully expect a deficit on June 30, do you not? 

Mr. Sraars. I think it is reasonable to assume that the odds now 
favor this. 

Mr. JoHANSEN. Will the gentleman yield ? 

Mr. Gross. Certainly. 

Mr. JoHANsEN. It seems to me, even with or without the steel 
strike or other factors, a continuous race between what the economy 
can produce in terms of tax revenues and what a big government 
hopped-up budget can produce in terms of outgo. 

It looks like big government and big spending have an awfully 
good record of winning the races in the last few years. I regret very 
much to say that, because I had hoped that results over the last 6 
or 7 years would be different. 

a Davis. They have won for 24 out of the last 29 years, haven’t 
they. 

Mr. Jonansen. That is my recollection. 

Mr. Sraats. That is right. 

Mr. Davis. Are there any further questions, gentlemen ? 

Mr. Staats, thank you and your associates very much for the 
information you have given us. 

Mr. Sraats. Thank you. 

Mr. Davis. Our next witness will be Hon. Stephen S. Jackson, 
Deputy Assistant Secretary of Defense for Manpower, Personnal 
and Reserve. 

He will be accompanied by Mr. Leon Wheeless, Director of Civil- 
ian Personnel Policy; Mr. Ges Lee, Director of Manpower Require- 
ments and Utilization; Mr. G. C. Bannerman, Director for Procure- 
ment. Policy; and Mr. Timothy Stanley, Special Assistant to the 
Assistant Secretary for International Security Affairs. 

Is that correct, Mr. Secretary ? 


STATEMENT OF STEPHEN S. JACKSON, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE, MANPOWER, PERSONNEL AND RESERVE, 
ACCOMPANIED BY LEON WHEELESS, DIRECTOR OF CIVILIAN 
PERSONNEL POLICY; GUS LEE, DIRECTOR OF MANPOWER RE- 
QUIREMENTS AND UTILIZATION; G. C. BANNERMAN, DIRECTOR 
OF PROCUREMENT POLICY; AND TIMOTHY W. STANLEY, SPECIAL 
ASSISTANT TO THE ASSISTANT SECRETARY FOR INTERNATIONAL 
SECURITY AFFAIRS 


Mr. Jackson. Yes, sir. 
Mr. Davis. We are glad to have you with us and you may make a 
statement. 
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Mr, Jackson. Yes, sir; I have a rather brief prepared statement. 
It is a pleasure for us to have the opportunity to appear again before 
this committee. You have indicated my position and that of those 
who are accompanying me. 

I know of the subcommittee’s interest in civilian employment, 
trends, manpower utilization, and personnel management, and the 
policies on these subjects will be covered in my statement. 

The Assistant Secretary of Defense (International Security Af- 
fairs) has carefully reviewed the operation of the Military Assistance 
Institute during recent months and reported to you on this subject. 
Mr. Timothy W. Stanley of his office is here should you desire to dis- 
cuss this matter further. 

Also with respect to the subcommittee’s interest in procurement 
policies of the Department of Defense, Mr. G. C. Bannerman, Director 
of Procurement Policy, Office of the Assistant Secretary of Defense 
(Supply and Logistics) , is prepared to discuss these policies with you, 
should you wish to do so. 

First, I should like to discuss briefly the strength of our civilian 
workforce. During the past year, fiscal year 1959, our civilian strength 
in the Department of Defense decreased by 19,000. This reduction 
was achieved largely through the 2-percent reduction from planned 
civilian ceilings as directed by the President. 

During the current fiscal year, we will effect a similar reduction of 
2 percent from the level of civilian strengths which the Department of 
Defense could support from appropriations. 

Again, the reduction will be achieved by attrition and by not filling 
vacancies insofar as practicable and without the substitution of con- 
tractual operations. It is our sincere intent that this reduction will 
be effected in an orderly manner and with minimum disruptive impact 
on our operations and workforce. ‘Thus, it is expected that our civilian 
force will approximate 1,061,000 by the end of fiscal year 1960. 

As you know, effective manpower utilization is something we in 
Defense work at continuously. The effort begins at the grassroots 
and must be the continuous concern of everyone through to the head- 
quarters and departmental level. Naturally, the military departments 
are the ones most directly concerned, and we feel that they are striving 
conscientiously to make the best and most economical use of the per- 
sonnel entrusted to their care. I believe this fact is evident in the 
quarterly manpower utilization reports which we provide to the sub- 
committee. 

Mr. Jouansen. Mr. Chairman, may I interrupt at this point, just 
to stress the point 

Mr. Secretary, I believe I am correct in the understanding that this 
decrease of 19,000 that you refer to is a real decrease 4 

Mr. Jackson. Those are people ; yes, sir. 

Mr. Jonansen. And can you say what the decrease is—how much 
more it is in terms of decrease from what the personnel would have 
been if all available funds that had been appropriated were closed ? 
Was there an additional decrease ? 

Mr. Jackson. Yes. There was an additional decrease of about 
9,000 people. 

Mr. Jouansen. In other words, then, by the standards that have 
been used in the general testimony so far, your reduction was 28,000? 
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Mr. Jackson. I gather from what has been said here that this is 
in reference to the appropriations. I am not sure, however, that in 
all significant size it was not the net people in some respects. 

Mr, Jouansen. I am not arguing that point, but, in terms of the 
directive that was issued a year ago by the Bureau of the Budget, 
your reductions actually were 28,000, of which 19,000 were real people. 

Mr. Jackson. That is a correct statement, sir. 

Mr. Jouansen. I think that is very important to have very clear 
in the record. 

Mr. Jackson. This reduction was achieved largely through the 2- 

ercent reduction planned from civilian ceilings as directed by the 
President. During the current fiscal year we will effect a similar re- 
duction of 2 percent in the level of civilian strength which the De- 
partment of Defense could support from appropriations. 

Again the reduction will be achieved by attrition by not filling 
vacancies insofar as practical and without substitution of contractual 
operations. It is our sincere intent that this reduction will be effected 
in an orderly manner and with minimum disruptive impact on our 
operations and workforce. 

However, there is no question that we are at a point where our 
civilian manpower levels are most austere. Even under existing cir- 
cumstances it has been necessary to resort to some reductions in force. 

As the members of this subcommittee are undoubtedly aware, the 
limitation on the number of full-time graded civilians in the Depart- 
ment of Defense was eliminated from the 1960 Appropriations Act. 
As a result, we now have only one ceiling—an overall direct-hire ceil- 
ing—and the Departments will now have greater flexibility in the 
management of their manpower programs and in making timely ad- 
justments to changing rt 

There has been no major change in the ratio of graded employees 
to wage board employees and none is anticipated. However, we shall 
continue to monitor closely the distribution of civilian employees be- 
tween these two categories. 

Our role in the Office of the Secretary of Defense is to assure that 
the departments have the necessary policy to govern them in their 
utilization efforts, to bring about uniformity in their practices where 
uniformity would be advantageous, and to assure that their systems 
and controls are the best for the problems at hand. 

Also we undertake studies from time to time in particular areas of 
manpower utilization. As an example, we, like the subcommittee, 
have been very much concerned over the progressive increase in the 
number of civilians in Arg GS-11 to GS-15. This increase has been 
running at a rate of about 9,000 per year for the Department of De- 
fense as a whole. 

While most of this increase is undoubtedly due to the increasing 
complexity of our Defense structure and the continuing requirement 
for men of high quality, it is a problem area. In July of this year a 
formal memorandum was sent to the military departments which 
stated in part: 

A continual trend toward increased percentages in GS-11 through GS-15 re- 
mains a matter of concern. As a general objective efforts should be directed 
toward holding the numbers of such higher grades at present levels. New 


programs and position changes which result in increases in higher civilian grades 
should be reviewed carefully and approved only if fully justified. 
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You may be assured that we will continue to give this matter our 
most careful attention. 

Another area which we are currently investigating concerns the pos- 
sibility of achieving greater civilianization of our workforce in De- 
fense commissaries. This action is similar to an effort which we made 
recently in post exchange operations. 

Basic to good utilization, we are endeavoring to improve the pro- 
ficiency of our civilian personnel through better training, improved 
career development programs, incentive awards, and the like. Since 
we must always think in terms of our total workforce, I will comment 
briefly on the improved quality of our military personnel which is 
attributed in large measure to the beneficial legislation which the 
Congress has enacted. 

Low potential personnel have been separated, our enlistees and reen- 
listees are of a higher type, the experience level has increased, and 
our skill picture is improving. While more needs to be done, we are 
at a point where we can begin to switch from mass retention of num- 
bers to the retention of quality. We can at last afford to be more selec- 
tive in order to develop and keep the right kinds of men and women 
in our Armed Forces. 

I note that several of the items in which the subcommittee has indi- 
cated an interest relate to the procurement by the Department of 
Defense of goods and services by means of contracts with private 
industry. Our actions in this area are determined to a great extent 
by the general policy of the administration to the effect that— 
the Federal Government will not start or carry on any commercial or industrial 
activity to provide a service or product for its own use if such a product or 
service can be procured from private enterprise through ordinary business 
channels. 

Mr. Davis. Mr. Secretary, right there, I would like to ask you 
what part does cost play in the implementing of that policy? Do 
you have a policy on obtaining these services or products through 
private enterprise channels regardless of the cost or, if it should be 
evident that the Government can furnish the products or services 
at a less cost, would the Government still carry through its policy of 
procuring them from private enterprise channels? 

Mr. Jackson. No, sir. As I indicate here in the next sentence, 
exceptions are recognized for reasons of national security, dispropor- 
tionate cost and clear unfeasibility. 

Mr. Davis. I just didn’t wait long enough to see. 

Mr. Jackson. Moreover, where Government operation is required, 
we are to be prudent managers and operate the facility at an efficient 
level. A Bureau of the Budget circular issued early this year further 
delineates administration policy by establishing criteria concerning 
the use of management and operating contracts. These criteria ac- 
knowledge the usefulness of management contracts to provide spe- 
cialized knowledge or to meet unusual demands for timeliness of a 
service, but exclude such functions as the direction of Government 
personnel and the determination of basic Government. policies. 

With this policy guidance, the operating agencies, namely the mili- 
tary departments, decide which activities will be contracted out after 
analysis of the individual case. The level at which these decisions 
are made varies, depending upon the scope and type of the proposed 
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contract. Some are approved at department level but in most cases 
approval is decentralized to our major field commands. ‘The military 
departments in the execution of contracts are delineated by OSD 
directives concerning provisions of the contracts. 

With reference to the manpower and personnel aspects of contracts, 
we have repeatedly, in connection with reducing civilian employment 
levels, instructed the departments not to resort to contracts to accom- 
plish the work formerly done inservice by direct-hire civilians. In 
order to preclude the execution of uneconomic contracts by the military 
departments by virtue of Office of the Secretary of Defense manpower 
ceilings, we have invited them to report such instances and, if neces- 
sary, request adjustment in ceilings to permit inservice accomplish- 
ment of the workload. ; 

To date, no report of uneconomical contract operations resulting 
from our administrative controls has been submitted. 

There have been numerous examples come to light wherein scientists 
and engineers have terminated their employment with the military 
services to accept jobs with defense contractors at higher rates of pay. 
While we regret this fact and attempt to retain our trained personnel, 
the fact remains that no authority exists to prevent the employee 
from the exercise of his freedom of choice. Nor do we seek authority 
to deny our employees this inherent right of American citizenship. 
The Department of Defense believes its contracting policies are sound. 
Training and other functions basic to our mission are generally per- 
formed with Government personnel and facilities. 

Contract arrangements are undertaken, in accordance with pertinent 
law and policies, only after the appropriate executive judgment de- 
termines that for reasons of economy or efficiency, such practices are 
feasible and in the public interest. 

We have continued to emphasize improved utilization of our 
scientists and engineers during the past year. Vigorous efforts to re- 
cruit qualified young scientists and engineers have been increasing] 
successful due largely to intensified coordinated recruiting at the col- 
lege level. Similarly, the cooperative education programs conducted 
by the departments expanded 30 percent during the 1958-59 academic 
year, with most of the graduates remaining in our employ. 

The services are providing formal technical training at universities 
and establishing career development programs and promotion systems 
for their career scientists and engineers. 

The military departments are continuing and expanding those acti- 
vities, such as annual science symposia and incentive awards, which 
have recognized scientific and engineers; technical achievements and 
have thus contributed to improved morale and reduced turnover 
among our professional staffs. Several legislative changes in the past 
year have aided us in recruiting scientific and engineering personnel. 
These changes include authority to use paid advertising, to pay travel 
expenses to first duty station, advanced inhiring rates of pay, and more 
Public Law 313 positions. However, the retention of our scientific 
and engineering personnel continues to be a problem. 

During the year, the Department of Defense participated fully in 
the development of a system for providing Federal officials at all levels 
with the data they require to achieve better management of our 
scientific and engineering manpower. This interdepartmental study 
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up, sponsored by the President’s Special Assistant for Personnel 
Tenageaent, determined what data our scientists and engineers were 
required, how it could be collected, and its major uses to management. 
The Federal agencies, including Defense, are now developing and in- 
stalling this system. 

Currently, we have an estimated 19,400 scientists and engineers as- 
signed to research and development, and approximately 12,300 more 
employed in our missile activities. 

The subcommittee has evidenced interest in our wage board compen- 
sation procedures. With regard to this point, the pay schedules for 
wage board employees in the Department of Defense provide three- 
step rates in each grade or level. New employees are hired at the first 
step, advance to the second step after 26 weeks of satisfactory service, 
and reach the third step after 78 weeks of satisfactory service at the 
second step. In a period of relatively stable employment, a higher 
percentage of wage board employees are in the third step. Because 
of the existence of two wage systems in the Department of Defense, 
one applying to Army and Air Force employees and the other to Navy 
employees, there are some differences in pay in the same labor mar- 
ket for employees performing the same general type of work. 

These differences, however, are usually small and have been reduced 
over the years by continuing to bring about close coordination in the 
operation of the two systems. 

Separately, and in response to the request of the subcommittee, the 
Department has furnished detailed information on the employment 
of U.S. citizen employees of the Department of Defense in foreign 
areas. Representatives of this office recently visited oversea com- 
mands and observed at firsthand the employment of U.S. citizens as 
well as our use of foreign national personnel. 

The observations of this group confirmed the fact that Department 
of Defense policy in making the maximum use of local national per- 
sonnel is in the best interest of good management and economy and 
results in the employment of a much smaller number of U.S. citizens 
than would otherwise be necessary. 

In general, the use of U.S. citizens is limited to key personnel, train- 
ing personnel, personnel regarded as essential for security reasons, 
and those possessing required skills which are not available locally. 
Mr. Wheeless, who is here with me, was a member of this group and 
is available to discuss this matter further. 

The Department has also separately furnished the subcommittee 
with information on committee operations in Defense. These data 
will, I believe, assure the subcommittee that a minimum of duplica- 
tion or overlapping of work occurs as a result of committee opera- 
tions. We endeavor to police continuously the establishment of com- 
mittees and every effort is made to keep the number to a minimum. 

In respect to the recommendations of the committee in its report on 
financial management. we believe that Defense policies and operations 
are in conformity with those recommendations. Improvement in the 
area of financial management, and through it, adding to the effective- 
ness of general management, is a continuing process. Defense has ef- 
fected substantial accomplishments during the last year and it has 
more underway. Should the committee desire, I have a short report 


on each recommendation, which I can, if you wish, submit for the 
record. 
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It is a pleasure to again appear before this subcommittee. We ap- 
preciate the constructive help which you have given us over the years 
and know that you are well acquainted with our manpower problems 
in the Department of Defense and our conscientious efforts to resolve 
them. We are now prepared to answer any questions which the sub- 
committee may have. 

Mr. Davis. Mr. Secretary, will you submit the report on the rec- 
ommendations which you referred to there in the last paragraph ? 

Mr. Jackson, I will be very happy to, sir. 

(The material referred to follows :) 


STATEMENT RE RECOMMENDATIONS IN Housk Report 2512 ON FINANCIAL 
MANAGEMENT 


There were seven recommendations in the committee’s House Report 2512 on 
financial management. In the hearings 1 year ago a statement was submitted 
and published in the hearings, which described in some detail Department of 
Defense action on each of those recommendations which had either direct or 
general applicability to defense. The high spots of further progress which 
has taken place in the intervening year are outlined below, again grouped in 
terms of the recommendations. 

The first committee recommendation dealt with the desirability of a compre- 
hensive study of financial management functions with a view to effecting im- 
provements. As was reported last year, this is a continuous process as are the 
related improvements. Among the items of progress, several may be mentioned 
here. Additional detail will be furnished in the statements of the military 
departments. 

Organization and stafing.—Improvement and refinement of comptroller organ. 
izations is continuing. The Office of the Defense Comptroller has been stream- 
lined with major activities grouped under three Deputy Comptrollers responsible 
respectively for budget; for accounting, finance, and audit policy; and for 
financial and operating management. The principal substantive change has been 
to increase emphasis upon inspection and audit at this level in the interests of 
enlarging efficiency and effectiveness throughout the Department of Defense. 
The Department and the Government generally has suffered a distinct loss in 
the recent departure of its first Comptroller, Mr. W. J. McNeil. However, he 
leaves behind a strong organization which can carry on in the tradition which 
he established. 

Progress in the integration of accounting and finance down to and including 
base level in the Air Force is continuing with a target for completion of July 1, 
1960, and for which they indicate potential savings of some 2,000 persons present- 
ly assigned to these functions. The Army and Navy essentially have accom- 
plished this integration, although on somewhat different bases. 

Policy guidance.—The most significant directive in this area issued during the 
year was that which requires the establishment of an approved, time-phased 
formal program in each military department for improvement in the area of 
operations and maintenance. The directive establishes comprehensively the 
principles and policies to be followed in cost-based budgeting, integrated account 
structure, bases of budgeting and accounting, operating budgets, funding, ac- 
counting records, and financial reporting. In addition to this directive, the 
Secretary of Defense has written to the Secretary of each military department 
indicating his wholehearted support, as well as that of the Director of the 
Bureau of the Budget. He also requested each Secretary to give his personal 
active support and to assure the participation and cooperation of all concerned. 

A draft of a similar directive dealing with the area of construction has been 
prepared. In addition, the committee for defense participation in the joint 
accounting improvement program has initiated action leading to the preparation 
of proposed directives for the remaining areas of appropriated funds; namely, 
(1) procurement and production; (2) research, development, test, and evalua- 
tion; and (3) military personnel costs. Joint project teams have been estab- 
lished under the sponsorship of the committee to make fact-finding studies in 
each of these remaining areas as a means of providing the committee with nec- 
essary additional facts. 
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Budgeting and accounting for appropriated funds.—Two major changes in the 
presentation of the Department of Defense budget and in appropriation struc- 
tures for fiscal year 1960 were made which facilitate the presentation and con- 
sideration of the budget on a functional and more uniform basis than in past 
years. The coverage of appropriations for procurement and production and re- 
search, development, test, and evaluation has been redefined to differentiate 
more clearly between procurement and production on the one hand and research, 
development, test, and evaluation on the other. The second major improvement 
was the consolidation of a number of Navy operation and maintenance appropria- 
tions into a single new appropriation. (The separate Marine Corps appropria- 
tion for operation and maintenance was continued.) This change places the 
operation and maintenance appropriations of the Navy on a similar basis—and 
gives the Navy similar flexibility—to that of the Army and Air Force for the 
past several years. 

Working capital funds.—The extension and refinement of stock fund operations 
continued during the year. The principal addition was the capitalization of 
some $236 million of Navy ordnance items on July 1, 1959. It is contemplated 
that eventually all inventories of consumable material will be financed under 
stock funds with the exception of certain locally financed inventories at the 
retail level. Substantial savings achieved with the aid of this method of financial 
management continue to accrue. The best single indication of effectiveness of 
stock fund incentives is the excess cash balances generated through balancing 
inventories, elimination of dead stocks, and other similar improvements. Through 
fiscal 1960 nearly $5 billion of such balances have been withdrawn, transferred 
or scheduled for transfer by authorization of the Congress, as follows: 


Millions 


Procedurally a significant test was begun in the operation of two stock fund 
divisions which were put under capital and inventory control with exemption 
from apportionment. These are the Continental Army Command stock fund 
division and the Air Force commissary stock fund division. Under this proce- 
dure decentralized flexibility is permitted under overall control of capital and 
inventory levels plus managerial control following command lines. It is expected 
that this pattern will grow in use. 

Survey teams in the industrial fund improvement program completed their 
analyses of the pilot installations. The development and application of improved 
businesslike patterns in these pilot installations for later universal application 
is now in progress. There are currently 132 activities with $2.6 billion of annual 
business operating under 54 industrial fund charters. 

Audit.—Continuing action is being taken to promote improvement in internal 
and contract audit operations and reporting in the military departments. The 
first integrated audit, worldwide, of the military assistance program was com- 
pleted under the direction of the Assistant Secretary of Defense (Comptroller). 
Eighty-six activities were audited and 64 audit reports were issued containing 
findings and recommendations for various levels of management. 

A study was made, guidelines were developed, and action taken to reassign 
audit responsibility for contractors doing business with more than one military 
department to a single audit agency. Its purpose was to better balance the 
workload of the three audit agencies. In addition, a policy was adopted to 
assign responsibility for certain audits on a companywide basis, rather than 
plant by plant, in the interests of more uniform, effective, and efficient audit 
effort. 

Contract cost principles were issued covering deterination of costs under both 
cost-reimbursement and fixed-price type contracts whenever costs are a factor in 
pricing. This should result in more effective auditing as well as greater ef- 
ficiency in procurement. <A new section of the Defense Contract Audit Manual 
was published to provide uniform guidance to all defense contract auditors in the 
audit of fixed-price contracts. 

Reports and statistics-—Under the auspices of the newly consolidated statistical 
services center an intensive review was made of all recurring reporting require- 
ments of the Office of the Secretary of Defense. As a result, the total of such 
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requirements was reduced by 27 to 128 and the frequency and detail of many 
ot those was lessened. Programs are also underway to increase timeliness of re- 
ports and to improve the cmertrenees and usability of reports in the area of 
research and engineering. 

The second recommendation of the ‘couimittes was that the Secretary of the 
Air Force complete action on the GAO report of Air Force Comptroller activities. 
The Air Force responded to that directly last year. 

The third recommendation was that we survey dual stafling in the financial 
management area and report the results to the committee. Such a report, in two 
installments, was made to the committee. In general, the findings were that 
few cases of dual staffing were identified and steps were taken to correct those 
that were. 

The committee’s fourth recommendation was addressed to the General Account- 
ing Office. 

The fifth recommendation was that the Bureau of the Budget further accelerate 
its efforts under the joint program for improving accounting, particularly in the 
Department of Defense. Some substantial achievements under this program 
have been mentioned previously in connection with discussion concerning the 
committee's first recommendation. 

The sixth recommendation was that “adequate evaluation of the anticipated 
economy and efficiency be made by the departments and agencies before they 
reach the decision to purchase or rent costly economic data processing equip- 
ment.” 

In the Department of Defense, the responsibility for central control over the 
acquisition of electronic data processing equipment for business procedures is 
delegated to the Assistant Secretary of Defense (Comptroller). The policies 
which are being followed are in conformity with the committee’s recommenda- 
tion. These policies were prescribed by the Secretary of Defense in DOD Direc- 
tive 5105.14, dated May 6, 1958. 

While the review procedures being followed are believed to be adequate to 
carry out the committee’s recommendation and assure prudent expenditures of 
funds for business-type data processing equipment, the Department will continue 
its efforts to develop more effective procedures. 

The committee’s seventh recommendation was that all departments and 
agencies, in further developing their financial management systems, should gear 
their staffing to actual need and not to the amounts of funds that might be 
available to absorb personnel costs. We know of no practice in the Depart- 
ment of Defense of gearing staffing of financial management personnel to funds 
available rather than need unless, of course, funds available fall below need. 

The committee may be interested in changes in total staffing in the financial 
management area which have taken place since the period covered by the report. 
It will be remembered that Defense was staffed in 1957 somewhat more 
stringently in the financial area than were the civilian agencies listed in the 
committee’s report. The staffing figures given for those agencies in the report 
indicated that some 8 percent of total employees were engaged in financial 
management. The comparable Defense percentage was 2.5, despite the fact 
that Defense had many elements of financial workload not found in civilian 
agencies or found only in limited degree. Details on this have been furnished 
to the committee. The 1957 figures were obtained through a worldwide head 
count. Complete comparable data for a current date are not available, but 
actual counts covering approximately two-thirds of the total are available. 
This actual count shows a 7.3 percent reduction since 1957. The manning of 
this function in certain activities is being studied currently to see if there are 
additional opportunities for improvement. 

Financial management in Defense thus continues to be the subject of analysis 
and improvement. Very substantial accomplishments have been achieved while 
holding levels of manpower devoted to this area well within the proportions 
which exist in the Government generally. 


Mr. Davis. We took more time with the Bureau of the Budget 
today than we anticipated and I wonder if you could come back with 
your group and be with us Friday, Mr. Secretary. 

Tomorrow we have on the schedule Assistant Secretary Richard 
Jackson of the Navy and I have inquired about his situation tomor- 
row and he said that if he doesn’t come tomorrow, he won't be able 
to be with us. He has made other plans for the balance of the week. 
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If it is convenient for you, we would like you to come back for 
questions on Friday. 

Mr. Jackson. I would be very happy to adjust my schedule to the 
convenience of the committee. As to the other representatives here, 
T don’t know what their commitments are. I assume they will be 
available Friday, sir. 

At what time would you like to have us? 

Mr. Davis. Two o'clock in the afternoon. 

Mr. Jackson. We will be here then. 

Mr. Davis. Thank you. We appreciate your accommodating your- 
self to this necessary change in schedule. 

Mr. Jackson. I am very happy to do so. 

Mr. Davis. The committee will adjourn then until 10 o’clock to- 
morrow morning. 

(Whereupon, at 4:10 p.m., Monday, November 30, 1959, the sub- 


committee adjourned, to reconvene at 10 a.m., Tuesday, December 1, 
1959.) 


MANPOWER UTILIZATION IN THE FEDERAL 
GOVERNMENT 


TUESDAY, DECEMBER 1, 1959 


Hovse oF REPRESENTATIVES, 
SuBCcOMMITTEE ON MANPOWER UTILIZATION 
or THR CoMMITTEE ON Post OFrFrice AND Civil SERVICE, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 215, House Office Build- 

ng Hon. James C. Davis (chairman of the subcommittee) presiding. 
r. Davis. The subcommittee will come to order, please. 

Our hearing today is a continuation of a series of hearings begun 
yesterday and we are privileged this morning to have Assistant Secre- 
tary of the Navy, the Honorable Richard Jackson, with some of his 
staff, with us. 

Mr. Secretary, if you are ready, we will ask you to proceed with 
your statement. 


STATEMENT OF HON. RICHARD JACKSON, ASSISTANT SECRETARY 
OF NAVY (PERSONNEL AND RESERVE FORCES) ; ACCOMPANIED 
BY REAR ADM. R. E. CRONIN, CHIEF OF INDUSTRIAL RELA- 
TIONS, USN; AND REAR ADM. R. L. SWART, VICE CHIEF OF NAVAL 
MATERIAL, USN 


Mr. Jackson. Mr. Chairman, first of all I would like to express my 
gratitude to you and the members of your committee in permitting 
me to come on this morning in the light of my engagement this after- 
noon. Iam much obliged to you, sir. 

Mr. Davis. We are delighted to cooperate with you in that respect, 
Mr. Secretary. 

Mr. Jackson. I have with me this morning, Mr. Chairman, Admiral 
Cronin, Chief of Industrial Relations, and Admiral Swart, Vice Chief 
Office of Navy Material, who perhaps can answer such questions as I 
cant. 

Mr. Davis. Very well, sir. 

Mr. Jackson. With your permission, I will read my statement, Mr. 
Chairman, or conduct thea business in any way you see fit. 

Mr. Davis. If you prefer, you go ahead and read your prepared 
statement, and we may interrupt you, if you don’t mind, with some 
discussions as you go along. 

Mr. Jackson. Very gi sir. 

Mr. Chairman and members of the subcommittee, the Navy wel- 
comes this opportunity to discuss our manpower situation with this 
subcommittee. 
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Our civilian manpower forms an indispensable part of the Navy’s 
total effort. Currently there are about 353,000 civilians employed 
in the Shore Establishment, which is comprised of approximately 
one-third military and two-thirds civilian. 

The civilians contribute essential capabilities and continuity re- 
quired to support the combat forces, and constitute the permanent 
core of the Teaideeties, industrial, and scientific and technical side 
of the Navy. Their skills are utilized in the construction and main- 
tenance of ships, the _sigaecinerieg production and maintenance of 
aircraft and weapons, the operation of a complex supply system. The 
increasingly important research work leading to the development of 
new and improved weapons is accomplished largely by civilians. 

In the essential staff functions which insure a maximum return in 
combat effectiveness for the dollar investment, civilians play a major 

art. The fleet is dependent upon this civilian work force; both are 
inextricably integrated in function. 

In recent years the number of civilian personnel employed by the 
Navy has shown a continual decline from a high of over 480,000 
during the Korean affair to the current level of about 353,000. Dur- 
ing the last 2 fiscal years alone, the number has come down by more 
than 32,000 or 8.4 percent. 

The following table shows the progressive downward trend in civil- 
ian employment since Korea. 


Department of the Navy civilian employees (includes both Navy and Marine 
Corps employees ; includes temporary and summer employees ) 


Total Reduction from Reduction from 
number June 30, 1952 June 30, 1957 
of civil- 


ian em- 
ployees | Employ-| Percent | Employ-| Percent 
ees 


413, 134 68, 192 
363, 729 117, 597 24.4 25, 988 6.7 
OSS eae 357, 108 124, 218 25.8 32, 609 8.4 


Mr. Jackson. The reductions shown in the table have been, in part, 
planned reductions in the sense that they were associated with declin- 
ing military strength and force levels. 

Mr. Davis. Might I ask you a question at that point, Mr. Secretary ? 

Mr. Jackson. Yes, sir. 

Mr. Davis. We have been stressing in our hearings and in our work 
and reports the desirability of reducing civilian employment by the 
process of attrition. To what extent do you follow that practice in 
your reductions 

Mr. Jackson. We try to do it to the maximum extent, Mr. Chair- 
man. Of course, last year there were three or four installations that 
were reduced where the magnitude of the reduction was such that 
attrition just couldn’t have been realized and therefore the reduction 
in force procedures had to be adopted, but normally speaking we try 
to effect reductions by attrition. 
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Mr. Davis. Thank you, sir. 

Mr. Jackson. They have resulted also from limitations imposed 
directly upon budget or manpower. together with the continually in- 
creasing cost of labor. 

Civilian workers do not constitute a military force as our uniformed 
ersonnel do. In contrast, the number of civilians required should 
e the direct derivative of the size and difficulty of the task the Shore 

Establishment is called upon to perform. This task is fixed by the 
Navy’s defense posture; the number of ships, aircraft, weapons and 
other hardware and services that are required to keep the fleet and its 
personnel at the level of readiness demanded by leadership in the de- 
fense of the free world. : 

Each of the bureaus and offices has a part in this effort. Ships, air- 
craft, weapons, supply, public works, research and development, med- 
ical care, and training are among the goods and services essential to 
get the job done. The complex mechanisms and technology of our 
modern weapons systems continue to impose heavy manpower require- 
ments. 

In certain areas, requirements for manpower have decreased. 
These include conventional ordnance, supply, transportation, care and 
provisioning for reduced numbers of military personnel, and the like. 

The Navy’s current civilian manpower plan contemplates further 
reductions during fiscal year 1960. 

Our anticipated June 30, 1960, civilian strength of 352,000 repre- 
sents an actual reduction of over 5,000, or 114 percent, during the cur- 
rent fiscal year and is approximately 9,000, or 214 percent below the 
plan presented to Congress in the Navy’s fiscal year 1960 budget. 
Accordingly, the Navy will fully comply with the congressional action 
that reduced fiscal year 1960 operations and maintenance appropria- 
tions by “amounts equivalent to a 1 percent reduction in civilian 
employment.” 

ur further civilian cutbacks during the current fiscal year will 
occur principally in the aeronautical Shore Establishment, in the 
supply system, in naval shipyards and in the Military Sea Trans- 
portation Service. These reductions are necessitated in part by in- 
creasing costs of materials and wages and will be made feasible by 
some decline in workload and by consolidations and increased produc- 
tivity in the Shore Establishment. 

Mr. Davis. You mentioned some of the reductions being of such 
magnitude that you couldn’t accomplish them by attrition. I under- 
stand that you had one probably such instance at. Corpus Christi, 
Tex. 

Mr. Jackson. Yes, sir. 

Mr. Davis. Do you recall what the amount of reduction was there? 

Mr. Jackson. I believe that about 2,000 employees had to be reduced 
in the forced reduction at Corpus Christi, and I might say, Mr. 
Chairman, that of those, 280 retired and 875 found jobs in private 
industry, so that at the last count only about 800 of the employees 
affected had not been placed, and such success as we enjoyed was 
owing to a very aggressive campaign by the commanding officer down 
there at Corpus Christi to get placement for these people either in 
other Government agencies or in private industry in the area. 


52 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


Mr. Davis. I have been told that you did a swell job in getting those 
people who were reduced in force down there placed in other positions. 

Mr. Jackson. Thank you, sir. We were very pleased. 

I know the Chief of the Bureau of Aeronautics is quite proud of the 
yenseeminnne of his commanding officer down there who really went 
all out. 

Mr. Davis. I understand he had good reason to be and I wanted to 
mention it. 

Mr. Jackson. Thank you, sir. 

I might say in that regard that his civilian helper was of tremendous 
service in planning and programing that campaign. It was a beauti- 
fully laid out job. 

Mr. Davis. It seems to have been very effective. 

Mr. Johansen. 

Mr. Jowansen. As I understand, Mr. Secretary, from the statement 
in the paragraph you have just completed, this 5,000-plus reduction 
was in actual positions or actual personnel. 

Mr. Jackson. Yes, sir. 

Mr. JoHANSEN. And that the other 4,000 was what has been referred 
to in the committee as a paper cut. In other words, it was a pro- 
jected increase that was not made. 

Mr. Jackson. Perhaps I can be more explicit on that, Mr. Johansen, 
if I give you the exact figures which I have here. 

At the end of fiscal 1959 the civilian level which was supportable by 
the budget as presented to the Congress amounted to 369,000. Now, 
we actually had on board at June 30, 357,000, so that you had a dispar- 
ity between what we were budgeting for and the numbers on board 
by about 12,000. The actual reduction during 1959 was from 363,000 
on board at the beginning of the year, almost 364,000, down to the 
figure of 357,000. 

Mr. Jonansen. So it was over 5,000 in actual positions ? 

Mr. Jackson. About 6,500. 

Mr. Jowansen. Were any of those decreases offset either by the 
assignment, of uniformed personnel to those duties or by contracting 
out of services ? 

Mr. Jackson. No, sir. I think I can be quite confident in saying 
that. 

Mr. Jowansen. I would like to compliment you, Mr. Secretary, on 
that showing. 

Mr. Jackson. Thank you, sir. 

Mr. Jonansen. I would like to add further, and I am not asking 
you to comment on this, that this is an example which I would like to 
see some of the nondefense agencies of this Government copy. 

Mr. Jackson. Thank you, sir. 

Of course, we realize that the Navy’s civilian manpower plan cannot 
be inflexible. Unanticipated and essential work that cannot be met 
by shifting manpower from jobs of lesser priority may require per- 
sonnel increases. 

On the other hand, the Navy can be counted on to revise its em- 
ployment plan downward if declining workload or increased efficiency 
warrants. 

The Navy uses both military officers and civilian employees as in- 
dustrial relations officers. 
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Incidentally, Mr. Chairman, in the structure of this statement I am 
trying to cover the several points that the committee presented to the 
Navy. 

Mr. Davis. Yes, sir. 

Mr. Jackson. Organizationally, the Navy places the policy direction 
of civilian personnel matters directly under the Assistant Secreta 
for Personnel and Reserve Forces, whose principal assistant for civil. 
ian personnel matters is in a military billet. He is the Chief of In- 
dustrial Relations, Admiral Cronin, sitting on my left. 

In individual naval activities, civilian personnel management is like- 
wise considered to be a key function. The industrial relations officer 
is the direct. adviser to the commanding officer on civilian personnel 

licy. As is the case with other key management positions, the TRO 
job is manned in accordance with Department of Defense criteria on 
this subject, which we have implemented by SECNAYV instruction 
5312.3 of July 24, 1957. 

Normally, civilian personnel are used in key management positions 
which do not require military incumbents for reasons of law, training, 
security, discipline, rotation, or combat readiness. Military personnel 
may be used in key management positions for career development pur- 
poses, including the IRO billet, when the officer concerned has the 
requisite professional competence, and is qualified by training and 
experience. 

During the past few years, insufficient numbers of available naval 
officers, and a requirement for their utilization in other billets, has 
necessitated the disestablishment of a number of industrial relations 
officer billets at major activities, and the creation of civilian IRO jobs. 

In 1952, 67 such activities had military industrial relations officers, 
and 62 had civilian industrial relations officers. At present, 10 have 
military industrial relations officers. 

The 10 activities are: The Naval Air Stations, North Island, Quon- 
set Point, and Lakehurst; the Marine Corps Air Stations, Cherry 
Point and El Toro; the Marine Corps Recruit Depot, Parris Island: 
the National Naval Medical Center, Bethesda; and the Naval Hos- 
pitals, San Diego, Oakland, and Portsmouth. 

Mr. Davis. Mr. Secretary, as you reduce the number of military 
officers as civilian personnel heads, does that mean that you eventually 
plan to have civilians in all of this type of employment ? 

Mr. Jackson. I don’t think that we can afford to do that across the 
board, Mr, Chairman. 

You take the naval hospitals as an example. There the officer in 
charge of civilian personnel also has duties in charge of military per- 
sonnel and the keeping of military records; similarly, in oversea sta- 
tions, because we are working under labor agreements entered into 
with foreign governments and because it is easier, really, administra- 
tively to have a military officer there than a civilian, we tend to have 
them there. 

Lastly, even in the continental United States, in certain cases where 
a bureau chief thinks it is necessary to have a man trained for taking 
over the top _ of an ONR department, let’s say, we don’t want to 
preclude him from using a military officer for that key job if he thinks 
that that job is necessary to his development. 

Mr. Davis. Thank you, sir. 
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Mr. Jackson. At present there are 4,704 civilian and military per- 
sonnel engaged in civilian personnel functions in naval activities 
throughout the world, of which 4,615 are civilian employees, 62 are 
military officers, and 27 are enlisted personnel. 

Thirteen of the 62 military officers are ordnance safety officers in 
billets which require operating experience with naval explosives. 
Seven are industrial relations officers at activities located in foreign 
countries. Twenty-six are at medical activities in billets involving 
responsibility for military personnel administration and administra- 
tion of patient personnel and records, as well as civilian personnel 
matters. The 27 enlisted personnel are safety inspectors at our several 
ordnance depots. 

It is anticipated that the number of military personnel engaged in 
civilian personnel matters will remain at approximately the present 
level. 

As suggested above, some of the aforesaid billets are in sensitive 
foreign areas which are subject to emergency evacuation. 

I have covered this in my answer to your question, Mr. Chairman. 
The bulk of this is covered by this paragraph. 

Further, the Department of Defense policy has been to keep the 
number of U.S. citizen employees overseas to a minimum. To this 
end we use a maximum number of indigenous employees. A military 
industrial relations officer would not have to be evacuated and he 
could continue existing policies with a minimum of disruption. Also, 
on military staffs in advanced areas, where all of the staff is otherwise 
military, logistics, instructions, records, travel, billeting aboard ship 
when rhe staff becomes seaborne, and many other reasons indicate a 
military billet. 

During the past 3 years the average grade level of the Navy’s em- 
ployees in Classification Act positions has risen. 

As of June 30, 1956, the average grade level was 5.7; 2 years later 
it was 6.1; on June 30, 1959, the average grade level was 6.3. As in 
previous years, the increase in the average grade level is the result of 
a decreased number of employees in grades GS-1 through GS-8, and 
an increased number of employees in grades GS-9 through GS-15. 

We have fewer employees in the lower grades primarily because of 
the continuing trend toward accomplishing routine clerical opera- 
tions by mechanical means such as electric accounting machines and 
electronic data processing equipment. 

Large numbers of lower grade positions, such as those of guards, 
firefighters, typists and clerks have been abolished or consolidated as 
the Navy’s graded work force has contracted through reductions in 
force, many of which have resulted from the disestablishment of 
naval activities. 

Mr. Davis. Mr. Secretary, I am interested to know where you 
abolish the position of firefighters. That is not because of any de- 
creasing need for that function, is it? Just what is the cause of 
that ? 

Mr. Jackson. I think, sir, that I will ask Admiral Cronin to speak 
to that point because I think he is more familiar than I with it. 

Admiral Cronry. I think we can say in general when we are cut- 
ting down on our total effort, consolidating and so forth, there is 
opportunity for overhead personnel such as firefighters and guards 
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to be combined in one group to serve two units. We have had several 
places where we have been able to let firefighters go by virtue of such 
consolidation. 

Mr. Davis. Could you give an illustration of that ? 

Admiral Cronin. Yes, sir. At Long Beach Naval Shipyard and 
naval station, we combined the firefighters there. 

Mr. Davis. How was that accomplished? Just what occurred that 
enabled you to do that ? 

Admiral Cronrn. Two years ago, I believe it was or 3 years ago, 
we abolished the supply depot at San Pedro and put it under the 
naval shipyard at Long Beach. Each one had their own firefighters 
and in connection with this transfer we combined the firefighting 
efforts of all three, the naval station, the shipyard, and the supply 
depot, and as a result had some saving of personnel. 

There was a supply depot annex at Torrance, Calif., where, be- 
cause of the administrative overhead in the fire department, we were 
able to cut some positions down; similarly with guards, as a result 
of the Inspector General of the Navy looking at the Shore Establish- 
ment, in some cases he has made a recommendation, which has been 
approved by the Secretary of the Navy, where individual activities 
in the same compound had their own guard force, that some savings 
could be accomplished by having the same guard force work for 
both installations, and we have saved a few people that way. 

Mr. Davis. Thank you. 

Mr. Jackson. The loss of nearly 3,700 employees in GS-1, 2, and 
3 positions accounted for half of the increase in the average grade 
level in fiscal year 1959. 

Mr. Davis. Mr. Secretary, you have mentioned there the increase 
in the average grade and discussed that some. What do you see in 
the future with reference to whether there is any end in sight of this 
continuing upward trend of salaries ? 

Mr. Jackson. That is a very difficult question, Mr. Chairman, to 
answer categorically. As you know, there have been actions taken 
by the Civil Service Commission to upgrade the level of jobs that 
now exist, although the job description has not changed. 

The pressure of scientific research and development in our service, 
and I am sure it is defensewide, is such that at the present time we 
have authenticated, if I may use that term, with the Civil Service 
Commission some 72 supergrades that we can’t fill because we don’t 
have the numbers; that is to say, we have not allocated sufficient num- 
bers of supergrade jobs to fill them with the people who are qualified 
to fill them. 

Mr. Davis. Are you referring to Public Law 313 positions? 

Mr. Jackson. No, sir; these are strictly Classification Act positions, 
to that there is this continual pressure, and frankly, I can’t be sanguine 
that is is going to decrease appreciably in the near future anyway 
because of the continual increase in the research and development 
activity and the resultant skills that are called for in maintaining and 
operating these equipments when we get them. 

Mr. Davis. You said, I believe, that you discussed with the Civil 
Service Commission the need for 72 supergrade positions ? 
Mr. Jackson. Yes, sir. 

Mr. Davis. Is that in connection with your research work? 
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Mr. Jackson. No. A good many of those will be administrative 
positions in the GS groups and we have in the past, as you probably 
recall, used a lot of our supergrade numbers to give adequate pay and 
incentive to people who otherwise would be qualified under Public 
Law 313. 

We have more Public Law 313 jobs now available to us and we are 
moving the scientists out of the GS groups into the Public Law 313’s 
to loosen up so that we can give our top civil servants the positions 
that they really deserve. 

Mr. Davis. Is that going to relieve the pressure some ? 

Mr. Jackson. I think it will relieve it some, but, as I say, we still 
had these 72 positions that we just don’t have the numbers for, no 
matter how we slice them. 

Mr. Jonansen. Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. JouHansen. Possibly the reporter can help me here, or possibly, 
Mr. Secretary, you can repeat what you said. 

When you first responded to the chairman after you finished the 
sentence “the loss of nearly 3,700 employees,” you said something 
about a pressure from the Civil Service Commission, and I didn’t 
quite catch that. 

Mr. Jackson. It was not pressure from the Civil Service Commis- 
sion, Mr. Johansen. We have, every quarter, a survey of our ad- 
ministrative positions, our GS positions, and the bureaus and offices 
submit to my office nomination necessary for supergrade positions, 
and we have a regular priority list. We take that list to the Civil 
Service Commission and say, “Are these fellows qualified for super- 
— positions in your judgment, according to the work that they 

0% 

Mr. Jonansen. I think your comment was earlier, where you said 
something about upgrading, although there had been no change in 
duty. 

Mr. Jackson. Oh, yes. There have been several instances in re- 
cent years where the Civil Service Commission has upgraded a cer- 
tain job from a GS level 9 to a GS level 10, notwithstanding there 
has not been a change in the duties of the incumbent of that job, and 
I don’t know the precise philosophy of it, Mr. Johansen, but I would 
judge that it derives from the fact that the Civil Service Commission 
tries to have a sort of hierarchy of duties and responsibilties and 
they just felt in reviewing this type of job that it warranted a higher 
—" the hierarchy of the duties of GS people. 

r. JOHANSEN. I was concerned about that, as to whether that is a 
very extensive practice on the part of the Civil Service Commission. 

Mr. Jackson. I don’t think it is too extensive, is it, Admiral 
Cronin ? 

Admiral Crontn. No, sir. Through the revised standards. Re- 
cently we have had several upgradings. 

Mr. Jonansen. Then when you speak of the loss of nearly 3,700 
employees in GS-1, 2, and 3 positions, what are you speaking of ? 

Mr. Jackson. That is merely because in losing the 1, 2, and 3 posi- 
tions, you don’t have that lowering element in your statistics. 

Mr. JoHansEN. What is the reason for the loss of those positions? 
Is that a civil service action ? 
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Mr. Jackson. No, sir. There were two factors that enter into it. 

One is that we have gotten rid of a lot of the lower graded groups, 
as mentioned in my statement. The other is that very often in reduc- 
tion in force procedures they are the ones that go first. 

Mr. Davis. Were they actually eliminated, or were they just moved 
up into 3’s, and 4’s, and 5’s? 

Mr. Jackson. No, sir; they were eliminated. 

Mr. JoHansen. What category of personnel would that involve? 

Mr. Jackson. The GS-1, 2, and 3. 

Mr. JoHansen. Yes, sir. 

Mr. Jackson. I mention them here. The very low grade clerks, 
pF race firefighters, and guards would be representative of that type 
of person. 

Mr. JOHANSEN. May I ask you, Mr. Secretary, about one problem ? 

Mr. Davis. Would you let me ask a question before we leave that ? 

Mr. Jowansen. Yes, surely. 

Mr. Davis. Are enlisted personnel placed in any of these positions 
where these GS-1’s, 2’s, and 3’s are eliminated ¢ 

Mr. Jackson. No, sir. 

Mr. Jouansen. To what extent does the Navy engage here in Wash- 
— or generally in the so-called temporary summer employment ! 

r. Jackson. We have approximately 2,000 to 2,500 temporary 
employees that come aboard during the summer, Mr. Johansen, some 
of those in Washington, but I think the bulk of them would be in our 
field establishments. 

Mr. JoHansen. What is the reason for that seasonal activity ? 

Mr. Jackson. We feel it is a very good way of supplementing the 
work force of our regular people; also, to provide, we hope, induce- 
ments to these people to join us, because it is on-the-job training that 
we hope will not only benefit us in the work itself, but will benefit us 
also in recruiting people for the jobs of a nature in which they are 
being trained. 

Mr. JonHansen. I want to offer this observation and I am not sin- 
gling the Navy out, please understand. I get remarks every once in a 
while that there is a substantial amount in the executive agencies of 
so-called summer recruiting and that a great deal of it is basically and 
essentially wasteful. 

I repeat, I am not singling out the Navy. I am not making any al- 
legation on that score, but I hope sometime, Mr. Chairman, that that 
is a matter that we may pursue, because later on I propose to put in the 
record these figures on total payroll dollars, ama I assume that the 
summer help cost is in those figures. It is one more factor that adds 
to the total bill of the taxpayer. 

I think sometime this committee might be well advised to explore 
that to find out whether it actually is an economical operation and, if 
it is a necessary operation, to the extent that it apparently is carried 
out in some agencies. 

Mr. Davis. Did oe want to pursue than any further so far as the 
Navy is concerned ? 

Mr. JoHANsEN. Only to this point. 

T am still not clear, Mr. Secretary, as to the seasonal help. I assume, 
because you take these — on in the summer, that there is some 
upturn in work which is of a temporary and seasonal nature. I am 


not clear as to the nature of that work. 
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Mr. Jackson. It is not so much workload as such, Mr. Johansen, but 
you appreciate that during the summer is the time when the bulk of 
our people take their leave, so that these people sort of fill in and take 
up the slack there. 

Mr. Jowansen. Do you find as a rule that completely new and 
temporary help are able to do that efficiently ? 

r. Jackson. They can’t take up all the slack and you probably 
need one and a half people to do the experienced man’s job. 

Mr. JoHAnseEN. Is it basically vacation replacement ¢ 

Mr. Jackson. Essentially so; yes. 

Mr. JowHansEen. To what extent does the Navy leave the employees 
completely free as to the selection of vacation time ? 

Mr. Jackson. I can’t answer that with any degree of accuracy be- 
yond the fact that in a given shop, the commanding officer would try 
to so schedule his vacation time of his key people so that the necessary 
essential job of the activity would be going forward, perhaps at a de- 
celerated rate. I think that is about the extent of the control. 

Mr. Jonansen. In what grade levels primarily do the summer help 
fall? I mean salarywise. 

Mr. Jacxson.- Admiral Cronin, would you help us out on that? 

Admiral Crontn. I would say the bulk of them are in GS-3, 4, and 
5. Many of the summer students that we take on here in Washington, 
insofar as the Navy Department is concerned, are those students 
whom, as Mr. Jackson indicated, we would like to induce to come into 
the Navy as a permanent career. We have had a great deal of suc 
cess from that very thing. 

Mr. Davis. From a civil standpoint, or military ¢ 

Admiral Crontn. Civilian, yes, sir, entirely. They are boys who 
have finished 1 year, 2 years, and 3 years of college, and they normally 
get a grade increase each year they come back. They are very en- 
thusiastic and they do an excellent. job. 

Mr. Jonansen. You say they get a grade increase each year they 
return ? 

Admiral Crontn. Yes, sir. 

Mr. Jonansen. Automatically ? 

Admiral Crontx. No, sir; they have to be qualified in the subject 
they have taken, but generally speaking, with the experience they 
have, that extra year of education does give them the extra grade 
increase. It is usually 3,4, and 5 for the three summers. 

Mr. JonHansen. Thank you. 

Mr. Dutskxi. Mr. Chairman. 

Mr. Davis. Mr. Dulski. 

Mr. Dutsx1. Mr. Secretary, when you decrease these clerks and 
typists, there must be an increase in your other personnel. Who pre- 
pares the reports for the higher grades if you are eliminating all these 
clerks and typists? 

Mr. Jackson. As I said, a lot of clerks and typists will have been 
working on stuff that becomes part of the electronic data processing 
and machine accounting, so that we can afford to lose these people 
there because the machines are now doing the work. 

I think you asked about who reports it. 

Each activity will report to its sponsoring bureau what its people 
are aboard from the billets they have for people and the bureau in 
turn reports to Admiral Cronin. 
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Mr. Avrorp. Mr. Chairman. 

Mr. Davis. Mr. Alford. 

Mr. Axrorp. Mr. Secretary, did I understand you to say that you 
had 72 positions that would be filled by scientists? : 

Mr. Jackson. No; they are not scientists, sir. They are high grade 
civil servant administrative types. 

Mr. Aurorp. They are not filled now? 

Mr. Jackson. They are not filled now and we don’t have the num- 
bers in the foreseeable future to fill them. 

Mr. Atrorp. Along this same line, if I may, Mr. Chairman. 

You mentioned medical installations as far as the total defense of 
the country, and let’s just pick the medical facility as an example, and 
we could go into ordnance as ordnance is a very good illustration of 
this, I think: Do you think that we are duplicating the services too 
much and that it would be better, for example, if we had a medical 
installation where all the personnel were trained and had the know]- 
edge of the same specifications ¢ 

Let me be specific. A naval officer is ill in a foreign installation 
and he ends up in an Army hospital, and they hardly know what to 
do with him. They can treat the patient but cannot carry him on the 
morning report. 1 would just like to know the opinion of the Secre- 
tary. 

In your experience, do you think we would be more efficient—we 
are talking about manpower and that is what I am really interested 
in—as far as our overall defense is concerned if we had a medical 
department, for example, covering all phases of our defense ? 

Mr. Jackson. I can’t answer that question beyond this, Mr. Alford, 
and that is that this matter has been under study several times, and 
most recently by highly competent civilian physicians, who concluded 
that the three-service setup in medicine is the best solution for the 
departments. 

Mr. Atrorp. Thank you, sir. 

Then going into the ordnance phase of this, we have scientists 
working with the various military services. Do they work directly 
under the Department of the Navy ? 

Mr. Jackson. Yes. 

Mr. Atrorp. Or are they above, shall we say, the command of the 
Navy? 

Mr. Jackson. No; all of the nuts-and-bolts work in the scientific 
effort is under the jurisdiction of the particular activity that has 
these people aboard. 

Take China Lake out in California, as an example. They have 
quite a large staff of civilian scientists there and engineers, all of 
whom report to the commanding officer cf the station. That is typical 
of our activity. 

Mr. Atrorp. Then I do understand you to say that your civilian 
scientists, and your civilian administrators even, do come under the 
command of the military ? 

Mr. Jackson. That is correct. 

Mr. Arrorp. I am glad to know that that is true. I think that. is 
healthy, because I personally have a great deal of confidence in the 
military services and I hope that will continue. 

Mr. Jackson. They are given a large measure of freedom of course, 
because these are really first-class people and you can’t say, “Dream 
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up a dream and do this tomorrow.” All of these fellows are working 
as a team on various objectives; for example, Dr. McLean at China 
Lake working on the Sidewinder, which was pretty much his baby 
from the beginning, so that we had a final product that was pretty 
good. 

Mr. Atrorp. Thank you, sir. 

Mr. Davis. Proceed with your statement, Mr. Secretary. 

Mr. Jackson. A number of factors have operated to increase the 
number of employees in grades GS-9 through GS-15. The Civil 
Service Commission has issued a number of new or revised position 
classification standards—that is what Admiral Cronin was referring 
to—including those for personnel specialists, budget administrators, 
digital computer programers, attorneys, and contract and procure- 
ment specialists, which have caused existing positions to be allocated 
to higher grade levels without change in duties. 

Mr. Davis. Mr. Secretary, how frequently does the Civil Service 
Commission audit your position classification actions? 

Mr. Jackson. Every year, Mr. Chairman. 

Mr. Davis. What kind of audit do they make / 

Mr. Jackson. It is a random spot check, you might call it. 

Mr. Davis. Is it just a superficial audit, or do they get in there and 
really go to the bottom of things and come up with worthwhile infor- 
mation ¢ 

Mr. Jackson. I would hate to accuse them of having a superficial 
audit. I don’t think it goes quite as deep as we can afford to do in our 
own internal checks, and that is evidenced by the fact that last year, 
for example, the Civil Service Commission found something in the 
order of 2 percent positions overclassified and 2 percent underclassified 
in their audit, whereas our own people making a similar type of survey 
and spot check found some 3 percent overclassified and 4 percent 
underclassified, or it may be just the reverse. 

Admiral Cronin. No; that is right. 

Mr. Jackson. We can afford to go a little deeper because we have 
people who are at that activity longer than the civil service people 
can afford to be, I believe, but they don’t make a superficial check. I 
wouldn't think you would term it that way. 

Mr. Davis. About how long does one of these audits continue ? 

Mr. Jackson. I think that they are aboard usually for 3 or 4 days, 
aren’t they, Admiral ? 

Admiral Crontn. Yes, sir. 

While they are making this inspection, they do other things than 
just look at the classification. Of course, they examine the whole 
personnel program and they could be there as long as a week or 10 
days, depending on the size of the activity. 

Mr. Davis. How many are on the team? 

Admiral] Crontry. Usually two, sir. 

Mr. Davis. And they would come to an installation and stay 2 or 3 
days to a week or something along that order? 

Admiral Crontn. Yes, sir. 

Mr. Davis. What is your opinion as to whether it is a worthwhile 
audit ? 

Admiral Cronin. I think there is no question about it, sir. It is 
very worthwhile. It gives our activities an opportunity to know the 
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current Civil Service Commission thinking. We also have a chance, 
if we don’t agree with them, to discuss the thing with them, and in 
this way we keep very current on the application of the standards. 

Mr. Davis. To what extent does this spot check go in relation to the 
number of positions involved ? 

Mr. Jackson. Last year, I believe, Mr. Chairman, they surveyed a 
sample of about 2,100 positions or about 7 per cent of the 31,000 classi- 
fication Act positions existing at the naval activities they visited. 
We have a total of about 132,000 Classification Act positions. That 
will give you some measure of the type of spot check. 

Mr. Davis. Thank you, sir. 

Mr. Jouansen. Are these position audits essentially functional 

Mr. Jackson. What the audit amounts to, Mr. Johansen, as I under- 
stand it, is a check of the job description sheet, and then a check of 
exactly what this person does to see whether what he is doing goes 
with what the job sheet says he is supposed to do. 

Mr. JoHansen. However, let’s assume a hypothetacal situation in 
any agency of Government where there is a job of a function that is 
continuing that is antiquated and obsolete and not needed. 

Does the Civil Service Commission check, or does your own audit 
spot that sort of a thing? 

Mr. Jackson. That is a function of management. 

In other words, the commander of the activity, either under his own 
initiative or under the prodding, let’s say, of our Comptroller or of 
our Inspector General would see whether or not this job was really 
needed in the establishment. 

Mr. JonansEN. Is that in any sense by your understanding a func- 
tion of the Civil Service Commission ? 

Mr. Jackson. I don’t understand it to be so, sir. 

Mr. JoHanseN. Would you think that it ought to be? 

Mr. Jackson. It would be something of questionable virtue, I think, 
Mr. Johansen. 

The Civil Service Commission has a pretty heavy workload as it is 
without trying to enter into the field of management. 

Mr. JonHansen. The concern I think that this committee feels, Mr. 
Secretary, is that there is a need somewhere in Government, and I 
am speaking now in the broadest terms, for a policeman who will keep 
a check on mangement in departments and agencies so that where 
there is a lapse on the part of management with respect to the elimi- 
nation or reduction of nonessential functions, there will be some 
effective policing, and for the life of me, after 5 years on this com- 
mittee, I have not been able to locate where that policing function 
lies outside of management. 

Mr. Jackson. Management must have its own internal controls, and 
it does, as I say, with the Inspector General, but then there are other 
policemen involved, notably the General Accounting Office and the 
Bureau of the Budget. 

Mr. Jonansen. After hearing the Bureau of the Budget yesterday, 
I am not just sure how alert or how well armed that policeman is on 
that score. As I understand it, General Accounting Office is a post- 
factual review, and if there are findings of obsolete functions I am not 
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sure whether they ever get back to management, and if they do, 
whether there are any teeth in the report. : 

Again I am generalizing. I am not talking about the Navy alone. 
However, we were told yesterday by the Bureau of the Budget that 
it was the business of this committee to call such matters to the 
attention of the Bureau of the Budget or the departments and 
agencies, and that’s a preposterous proposition. 

This committee cannot possibly assume that responsibility. All 
we can do at best is maintain a sufficient nuisance value that some 
folks try to avoid having situations which we might discover, but 
I am concerned organizationwise as to the policing of the manage- 
ment people in the executive agencies against that sort of a 
contingency. 

Mr. Jackson. Perhaps Admiral Cronin can expand on the answer 
that I made. We feel that we have quite a lot of policemen looking 
over our managers’ shoulders. 

Mr. JonHansen. I think that may well be the case in the Navy and 
again I say I am speaking of the overall situation. 

Admiral] Cronin. Mr. Johansen, with regard to the matter of in- 
specting management in general, insofar as their ability to produce 
the product is concerned, and carrying out their mission, as Mr. 
Jackson said, our Inspector General has as his primary job to keep 
that going. However, in the one area of position classification and 
ascertaining that a man is in the right job, we have a very definite 
control on that in that every year we are required by law to do three 
things—to determine the need for each position, to determine that 
the position description is up to date, and that the position is properly 
classified. 

Every activity in the Navy reports to its management bureau, 
which in turn reports to my office, and this committee and your oppo- 
site committee in the Senate gets a report every year in that. respect. 

Mr. Jonansen. Admiral, do you happen to know, or do you, Mr. 
Secretary, whether the reports of the Inspector General in this area 
go to the Bureau of the Budget or go to anyone outside of the Navy? 

Mr. Jackson. Normally; no, sir. 

Mr. JonanseNn. There seemed to be, as I recall, yesterday, Mr. 
Chairman, some uncertainty on the part of the Bureau of the Budget 
as to whether they got the report. 

Mr. Davis. As I remember, there wasn’t any uncertainty. They 
said they didn’t get them. Wasn’t that the case? 

Mr. JonansEn. I am glad to be corrected on that and have that 
pinpointed, but I am wondering whether again, as a general proposi- 
tion, it wouldn’t be well to have the Bureau of the Budget or some 
outside policing agency get such reports. 

Mr. Jackson. I would have to think about that, frankly, Mr. 
Johansen. I think that there is no question that. the Bureau of the 
Budget could get them if they wanted them and if they thought that 
they would be useful. There are many other checks, both internal 
and external—external to us, as I say, the GAO, the Comptroller 
of the Department of Defense, and agencies of that sort—as well as 
this very complex policing operation that goes on under Admiral 
Cronin’s charge, and the bureaus with their own several inspectors 
general. 

Mr. Avrorp. Would the gentleman yield? 
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Mr. JOHANSEN. Yes. 
Mr. Aurorp. Mr, Chairman, would it be possible for such informa- 
tion to be made available in executive session of the committee? Is 
that not possible ¢ 

I am speaking of the information that the Secretary refers to from 
the Inspector General. 

Mr. Jackson. The Inspector General’s reports have been considered 
as internal reports to internal management and we have been loath 
to submit those because we want to have a chance to digest them. A 
lot of these reports seemingly point out trouble areas that on further 
examination don’t turn out to be trouble areas. Sometimes they do 
and sometimes they don’t, but they could generate a lot of misunder- 
standing. 

Mr. Davis. How could they generate misunderstanding, Mr. Secre- 
tary ? 

Mr. Jackson. The generation of misunderstanding, Mr. Chairman, 
would result from jumping to conclusions perhaps before the whole 
thing has been wrung out, because these Inspector General’s reports, 
as they come in, go through quite a wringer of review and evaluation 
within the Department of the Navy. 

Mr. Davis. We have discussed this some in the committee and we 
had a proposal at one time to have the General Accounting Office, in 
connection with their work, take along a questionnaire to get man- 
power information. 

As I remember it, we ran into some reluctance with reference to 
that. Are you familiar with the proposal ? 

Mr. Jackson. I am generally familiar with it; yes, sir. 

Mr. Davis. What objection would there be to that sort of an opera- 
tion ¢ 

Mr. Jackson. I think that the questionnaire as finally drafted 
was not objected to. I think the first draft practically called for a 
survey that would require everyone turning to surveying rather than 
doing their regular jobs. 

Mr. Davis. Would it be reluctance then because it would add on 
more duties than there was time to perform ¢ 

Mr. Jackson. I think that was one of the difficulties with it. 

Mr. Jonuansen. Mr. Chairman, may I pinpoint, Mr. Secretary, the 
reason for my line of questioning, and in calling attention to this I 
am not retracting one word of what I said in compliment of the De- 
partment for their showing, but here are 4,000 proposed additional 
civilian employees which were forgone by the Navy. How does it 
happen, if it is possible not only to forgo those 4,000, but to impose 
on top of it.an additional reduction of 5,000 

How is that possible and then how is it possible to justify that 4,000 
request? 

I am not criticizing your good work, but I am trying to understand 
the 4,000 proposal in the light of a net 9,000 reduction including the 
4,000. 

"Mr. Jackson. Yes. I think that is explainable in terms of rising 
costs, Mr. Johansen, wage costs as well as material costs, which, with 
the ever-shrinking dollar, made a program which made sense 18 
months ago impossible of accomplishment today in terms of the 
higher cost of all of the goods and services. 
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Mr. JoHANsEN. Then are you saying that inflation was an effective 
restraining influence on increased personnel when neither your in- 
ternal policing nor external policings, this committee or anything else 
might not have accomplished it? 

Mr, Jackson. It certainly had a very important role, sir, yes, 

Mr. Jonansen. In other words, are you testifying that inflation 
reduced the capacity of the Navy to contribute to the defense of this 
country and that those 4,000 that you didn’t add that you projected 
represent a 4,000 reduction in the national security ? 

r. Jackson. I wouldn’t go so far as to say that, Mr. Johansen. It 
meant lessening programs, but I don’t think that we cut out any essen- 
tial programs that would jeopardize the defense. 

Mr. JoHansEN. You have put your finger on the very thing that 
concerns me again, not with respect to the Navy alone by any manner 
of means, but with respect to all of these agencies, that they come in 
with programs and with proposed increases in personnel and they are 
eliminated not by reason of the diligence of this committee or 
some other committee of Congress or the Congress as a whole, but as 
a result of the policing influence of inflation, and lo, the skies don’t 
fall in on us. That is the thing that concerns me, by the fact that 
we have to rely on inflation, of all things, to provide the controls 
which management certainly ought to be able to provide in the interest 
of the taxpayers. 

Mr. Jackson. Inflation certainly is an incentive to pick up the rugs 
and look in the closets, but we have been so straitened in our programs 
in recent years that we have generated a great many look-sees at our 
personnel use by every activity. 

Mr. JonHansen. I never thought I would be jockeyed into the posi- 
tion of praising inflation, which I do not do, but maybe the Lord makes 
the works of evil forces to serve a good cause. 

Mr. Jackson. I hope we don’t have much more of it, Mr. Johansen. 

Mr. JoHanseN. So do I, and one of the factors in my judgment 
which causes that inflation is the kind of deficit financing the Federal 
Government has faced so many years in the last 25, which contributes 
to this vicious circle that we are trying to break. 

Mr. Jackson. I hope you don’t want me to testify on that. 

Mr. Davis. Mr. Secretary, you stated, I believe, if I remember your 
statement correctly, that a reduction of these 4,000 employees did not 
mean elimination of any essential services with reference to our 
security ? 

Mr. Jackson. That’s right. 

Mr. Davis. Is that just another way of saying that those 4,000 
people were engaged in nonessential activity ? 

Mr. Jackson. Well, when I say “essential,” Mr. Chairman, I mean 
those programs which we consider to be of the highest priority. We 
in the Navy, for example, think that we could use X more ships and 
Y more planes, and we think we could use the supporting establish- 
ment to keep them flying and keep them sailing, but with the circum- 
stances being as they are, we must live on shorter rations and while, 
as I say, we have not destroyed the mobility and readiness of the 
6th and 7th fleets, they are not living the life of Riley by any means. 

Mr. Davis. Do we have a vague and undefined area of which it 
might be said at one time that it is essential and another time that it is 
nonessential ¢ 
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Mr. Jackson. No; I think that the spectrum is not black and white. 
It covers quite a range of colors, from those that are vital to the defense 
of the country to those that would be excellent to have and perhaps in 
the long run must be had, but can at least be deferred. 

Mr. Jouansen. Of course, the Department of Health, Education, 
and Welfare and the Office of Education can think of a hundred more 
surveys that they can put on that are all excellent, and wonderful and 
good, and if they can get away with it with this Congress they will do 
it. It isall very essential and you can have the strongest kind of a case 
for it, but some of us think that it is more essential to have them not live 
the life of Riley. 

Mr. Davis. In connection with this discussion I would like to call 
attention to one thing that I said yesterday when these hearings were 
convened. I called on department heads to make functional studies to 
see that they are not duplicating and to eliminate obsolete functions. I 
think that it is most important that that be done. 

Mr. Jackson. I think we are doing that continuously, Mr. Chairman, 
if I understand your statement. 

The establishment of supergrade and Public Law 313 positions has 
continued to increase the number of upper grade level positions by 
reducing grade compression and allowing subordinate positions to be 
classified to their proper grades. 

Finally, additional upper grade level positions have been necessi- 
tated by the increasing complexity of the N avy’s research and develop- 
ment programs related to atomic-powered submarines and such 

rojects as Polaris and other missiles. Eighty percent of the new 
GS-15 positions established in fiscal year 1959 were research scientific 
and engineering positions. 

I feel strongly that the organizational and classification controls 
which the Navy has established pe any appreciable amount of 
upgrading which is not fully justified. 

Mr. Gross. Mr. Chairman, at this point do we have in the record the 
number of supergrades in the Navy Department and the number under 
Public Law 313 ? 

Mr. Jackson. Yes, sir. 

Mr. Gross. Have you furnished that in the record from your state- 
ment, Mr. Secretary ? 

Mr. Jackson. I can do it either way, Mr. Gross. I can give you 
those figures right off the bat. 

on ross. Just so they are in the record. I think we ought to have 
them. 

Mr. Davis. Suppose you give them to us at this point. 

Mr. Jackson. At the present time we have 82 Public Law 313’s, I 
believe, and in the supergrade positions we have 52. As to the GS 
positions, I can run right down those figures. 

Mr. Gross. Would you also insert in the record the numbers for the 
last, what, 3 years or 4 years. 

Mr. Jackson. I will lad to do that, sir. I will put in the whole 
lineup and batting order of our GS positions. 

Mr. Gross. Let’s have the increase for, say, the last 5 years up to 
the present. 

Mr. Jackson. All right, sir. 

Mr. Gross. Thank you. 
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(The information referred to follows :) 


SUPERGRADE AND PuBLIC LAW 313 POsITIONS—1954—-59 


The following tables indicate the numbers of supergrade and Publie Law 313 
positions which the Department of the Navy was authorized to use in each of 
the years indicated : 

Supergrade positions ! 


Year GS-16 GS-17 GS-18 Total 
23 5 1 29 
28 8 1 7 
37 9 3 49 
38 11 2 41 
49 16 2 67 
39 ll 2 52 
Public Law 313 positions ? 
Number of Number of 
Year: positions Year: Positions 


1 Figures for 1954 through 1957 are from annual grade and salary reports submitted in compliance with 
section 1310 of the Supplemental Appropriation Act of 1952 (Whitten amendment) and reflect distributions 
as of June of each of those years. Figures for 1958 and 1959 are as of October 24 and November 2, respec- 
tively, and represent the latest available data prior to the subcommittee hearings in 1958 and 1959. 

2 The 1954 and 1955 figures represent direct allotments to the Navy authorized by Public Law 313, as 
amended in 1948. Figures for 1956 through 1959 represent allotments to the Navy from DOD under amend- 
— to Public Law 313; these figures indicate the latest allotments made to the Navy in each of the years 
shown. 


Mr. Jackson. Each bureau and office prescribes appropriate organi- 
zations for its field activities and permits deviations only when sound 
reasons for doing so can be supported. Bureaus and offices make 
regular management evaluation studies of organization and staffing 
to effect better management and more economical operations. Bureaus 
and offices also require prior approval of many key level field activity 
positions. 

A number of classification controls are applied. In accordance with 
the Whitten amendment, all positions subject to the Classification Act 
are reviewed annually to determine the need for the positions, the 
currency of the position descriptions and whether the positions are 
correctly classified. Errors discovered in the reviews are promptly 
corrected. 

The Navy’s area wage and classification offices, and the several civil 
service regions, evaluate naval activity classification programs and the 
accuracy with which positions are allocated. Classification errors are 
corrected. 

During fiscal year 1959, the Civil Service Commission found that 
approximately 2 percent of the Navy’s positions were underallocated 
and about 2 percent were overallocated. The AWCO reviews indi- 

cated that about 4 percent of the positions reviewed were classified too 
low and about 3 percent too high. 

T consider these figures indicate that the Navy is following the 
principles of the Classification Act. faithfully, and is accur ately allo- 
cating positions in accordance with position classification standards. 

The Navy now reauires that all proposed positions subordinate to 
new supergrade or Public Law 313 positions which are proposed for 
allocation to GS-13, 14, or 15, shall be forwarded to the Office of 
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Industrial Relations for review and approval before being placed in 
that grade. 

In summary, I consider that although the average grade level of 
the Navy’s employees in grade positions has risen, the increase is due 
to reasons which are consonant with the ever-increasing complexity 
of the Naval Establishment, good management principles, and proper 
application of position classification standards. 

Mr. JoHansen. Mr, Chairman, may I ask a question here, and if 
it is out of order I will be glad to have the chairman rule, and I will 
withdraw it. 

Mr. Secretary, would you care to comment as to whether, in your 
judgment, the upgrading which is being carried on for the reasons 
indicated and which results in higher salaries for the personnel so 
involved is a factor which ought to be considered by the full com- 
mittee and by the Congress in relation to the matter of overall, across- 
the-board, percentage pay increases ? 

Mr. Jackson. I think it necessarily will be considered by the Con- 
gress, Mr. Johansen. It is a factor that should be considered, no doubt 
about it. 

Mr. Jouansen. I hope that the Secretary is right in saying that it 
will be considered by the Congress. I share the view you expressed 
and I am concerned with the fact that in terms of cost to the Govern- 
ment and to the taxpayer there is a two-way increase in that burden. 
One is through your percentage across-the-board increases and the 
other is through the upgrading by the nature of the jobs, and it adds 
to the complexity and gravity of that whole problem. 

Mr. Jackson. Lagree. 

Mr. JoHansEeN. Thank you, Mr. Jackson. 

Mr. Secretary, we mentioned here briefly the additional supergrade 
positions which you state you discussed with the Civil Service Com- 
mission and which you state you need. How many additional super- 
grade positions and Public ton 313 positions did you get through 
the increase which Congress made in this past session ? 

Mr. Jackson. As I recall the figures, Mr. Chairman, the Depart- 
ment of Defense as a whole received something in the order of 150 
Public Law 3138 positions. 

Mr. Davis. I thought it was 169. I may be in error. 

Mr. Jackson. 158, Admiral Cronin tells me. Those positions have 
not as yet been completely allocated. 

Mr. Davis. Some of these are going to be distributed over a 3-year 

eriod ? 
Mr. Jackson. That is correct, so that the first increment that we 
could expect this year would be for the Navy share about 16, I believe. 
The Department of Defense has made that initial allocation. 

Mr. Davis. How many supergrade positions? 

Mr. Jackson. On the supergrades I believe the Department was 
given 71, and they have not as yet made any allocations there, so that 
if you divide that 71 on a three-phase operation you will find that. 
dividing it up between DOD, Navy, Army, and Air Force, if you just 
split the pie four ways you would have 16 or 17 new supergrade posi- 
tions for the Navy, and in the first year of play we would probably 
get a third of that, but we are hopeful that perhaps we can prove to 
the DOD that we deserve a little better slice of the pie than that. 

Mr. Davis. Thank you, sir. 
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Mr. Jackson. The Department of the Navy employs approximately 
220,000 workers in wage board or ungraded occupations at about 450 
naval activities located in some 115 labor market areas, 

In keeping with general industry practice, and to reward seniority, 
our ungraded pay structure provides for a three-step rate range, the 
first and third steps of which are fixed at 96 percent and 104 percent, 
respectively, of the second-step rate. Employees are typically hired 
at the first step. They advance to the second step after 6 months of 
satisfactory service and conduct, and to the third step after 18 months 
of satisfactory service and conduct in the second step. Thus, prac- 
tically all employees reach the third step in 2 years. 

At present it is estimated that about 3 percent of our employees are 
in the first step, about 7 percent are in the second step, and about 90 

reent are in the third step. The distribution will vary somewhat 

om area to area, depending upon whether employment in the prin- 
cipal activities has been increasing or declining, and upon the amount 
of replacement hiring which has been necessary. 

For example, about 81 percent of our ungraded employees in the 
Portsmouth, N.H., area are in the third step, about 84 percent in the 
Jacksonville, Fla., area, about 91 percent in the Seattle, Wash., area, 
and nearly 92 percent in the Chicago, IIl., area. 

The distribution tends to be heavily weighted at the third step in 
periods of stable or declining employment, and more evenly divided 
among the three steps in periods when considerable hiring takes place. 

Under the provisions of Public Law 1028, wage rates for ungraded 
occupations are fixed on the basis of prevailing wage levels in each 
labor market area, as determined by wage surveys. We survey each 
area approximately once a year to determine if the wage schedule 
requires adjustment. 

Public Law 85-872 requires that new wage schedules be placed in 
effect within 45 working days of the date the survey was ordered. 
This has required extensive changes in our procedures and hiring addi- 
tional technicians to keep within these time limits. 

Mr. Davis. Let me ask you at that point, Mr. Secretary since 80 per- 
cent to 90 percent of your wage board employees are in the third step, 
would it be appropriate for you to compare the third step hourly rate 
with the prevailing rate in private industry ? 

Mr. Jackson. We have had that under some consideration, Mr. 
Chairman, and have generally concluded that we should maintain 
at the second step because as the time scale runs out, at least it has 
been our experience in the last 10 years, the third step, which has 
been above the weighted average industry rate that we have deter- 
mined for a given job, has crossed the industry line about midpoint 
or every close to midpoint between wage surveys, so that it comes out 
about even in the end. 

Mr. Davis. Thank you. 

Mr. Jackson. The nature of our ungraded wage fixing machinery 
insures that the Navy’s wage rates will generally conform with those 
of private industry. Accordingly, our wage scales reflect the same 
substantial increases which have taken place in industry during the 
past several years. 

Since the beginning of 1955, based on our benchmark trades level, 
there has been an average increase of about 55 cents an hour, or about 
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26 percent, in our ungraded wage rates. Of course, increases have 
varied from area to area. 

For example, the Narragansett Bay, R.I., increase rate has been 
about 45 cents or about 23 percent; the San Francisco increase rate 
has been about 56 cents or about 25 percent; and the Chicago increase 
rate has been about 68 cents or nearly 31 percent. 

The use of contract field technicians is provided for in Department 
of Defense directives. The Navy is presently budgeting for $18,082,- 
817, which represents less than 0.5 percent of major procurement and 
production expenditures in the fiscal year 1960, for this purpose. 

The continuing rapid introduction into the fleet of highly complex 
weapons, equipments and systems has required installations, opera- 
tions, training, and maintenance skills in excess of the military de- 
partments’ present capability. 

The technical services provided by qualified industrial or commer- 
cial organizations furnish valuable assistance to the Navy in the in- 
stallation and initial operation of the most advanced technical equip- 
ment; in the familiarization and training of naval personnel in the 
operation and maintenance of this equipment; in the early attainment 
of its operational readiness, and in the determination of logistical 
support requirements in connection therewith. At the same time the 
producers, by supplying these services, can receive without delay first- 
hand information on equipment malfunctions and deficiencies re- 
vealed through service use, and the effectiveness of technical publica- 
tions, and can evaluate the adequacy of the initial provisioning of 
spares and repair parts, special tools, and test equipment. 

Technicians are used in naval shipyards in connection with installa- 
tion and tests and guided missile ire control systems; they assist in 
planning and familiarization, and securing additional or missing data 
for checkouts and test, supervise or actually accomplish authorized 
field changes and troubleshoot problems which are too complex to be 
solved by fleet maintenance personnel. They are used aboard ship 
both underway and in port. 

Mr. Davis. Mr. Secretary, I assume from that that the Navy has 
non-Government civilian employees on board these ships. 

Mr. Jackson. That is correct; yes, sir. 

Mr. Davis. To what extent? 

Mr. Jackson. I believe the figures can be given by Admiral Swart. 

Admiral Swarr. Normally we carry very few on board for any 
length of time. There are three right now that I know of. On, say, 
a voyage from the Mediterranean or from the States to the Mediter- 
ranean, we may put one or two technicians aboard just for that par- 
ticular voyage. 

Mr. Davis. What would they be doing on that voyage? 

Admiral Swarr. They would be trying to bring the equipment up 
to its maximum operating efliciences, indoctrinating personnel, and 
instructing the enlisted personnel aboard ship. 

Mr. Davis. Navywide, how many of them would you say you have? 

Admiral Swarr. Right now we are under contract for about 1,054 
man-years. 

Mr. Davis. Does the Navy pay those people? 
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Admiral Swarr. No, these are under contract and a domestic tech- 
nical representative runs about $1,000 a man-month depending upon 
the amount of travel that is involved. 

Mr. Davis. Where do you recruit them ? 

Admiral Swarr. We don’t recruit them. The companies that have 
the contracts arrange their recruitment. 

Mr. Davis. Are they employees of those companies? 

Admiral Swarr. They are the employeees of the company. They 
are expert engineers in most cases. 

Mr. Davis. While on these voyages are they still on the company’s 
payroll 

Admiral Swarr. They are always on the company’s payroll. 

Mr. Davis. And they get this in addition ? 

Admiral Swarr. No. The total reimbursement to the company 
averages out about $1,100 a month. 

Mr. Gross. Is this reimbursement on a cost-plus-fixed-fee contract ? 

Admiral Swarr. No, sir. This is a separate contract. 

Mr. Gross. This is a separate contract with the company ? 

Admiral Swarr. Yes, sir. 

Mr. Gross. Do you not train men in the use of these devices, what- 
ever they may be? 

Admiral Swarr. Indeed we do. 

Mr. Gross. Before you install them on these ships? 

Admiral Swarr. When we buy the equipment we do conduct an 
indoctrination and these people are very useful in training not only 
of our enlisted personnel, but also our officer and Voderal civil 
personnel. 

Mr. Gross. Your officer and enlisted personnel are given training 
on whatever uses the devices have aboard these ships # 

Admiral Swarr. That is quite true. 

Mr. Gross. They are given training before they go on these devices, : 
are they not / 

Admiral Swarr. Not in all cases. 

Mr. Jackson. I might supplement that, Mr. Gross, in this fashion. 

We do have what we call the “A” and “B” schools for our enlisted 
personnel who get into the general field of electronics, and radio com- 
munications, and the like. These technicians here generally have to 
train our people on the job so to speak in new equipment that indicate 
new levels of the state of the art beyond what has been generally 
learned in the “A” and “B” schools. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. Gross. Yes; I am glad to yield. 

Mr. Atrorp. Mr. Secretary or Admiral, are there any instances 
where the men on a contractual basis on board ship are retired officers 
or men of the Navy, Army, or Air Force ? 

Admiral Swarr. That could be, but I have never encountered anv. 

Mr. Davis. You plan, I presume, to continue to use these contract 
technicians? 

Admiral Swarr. Only so long as we have to. 

Mr. Davis. That is understood. 

Admiral Swarr. As we develop the equipment—and new equip- 
ment is coming out rapidly these days—we are endeavoring to de- 
velop equipment of the modular type so that it is a lot simpler in its 
operation and maintenance than it is at the present time. 
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Mr. Gross. You have quite a little money budgeted here; $18 million 
is quite a sizable amount for the payment of these people. 

Admiral Swarr. Yes, sir; some of that has taken a boost for the 
simple fact that we are getting into the Polaris submarine operations 
and we have had to add contract engineers, technicians, for the pur- 
pose of indoctrinating our people, assisting in training and main- 
tenance. 

Mr. Gross. Do you have any trouble with morale aboard a carrier 
when you put these contract personnel on 4 

Admiral Swarr. There are so few people involved I have never 
run into it. 

I can remember as a submariner back in 1936 we had contractor 
personnel aboard occasionally; they were under a production contract 
and they sometimes lived aboard. We felt that we had no morale 
problems. 

As I say, they are very few and far between that actually stay 
aboard ship. Most of them are in ports and meet the ships when they 
come in. They assist in troubleshooting. 

Mr. JoHansen. Admiral, I think I can, in my own mind, justify 
this practice and recognize the necessity of it with one proviso, and 
that is if the Navy is making every effort to work these men out of 
their jobs in the sense of transfer to naval personnel of the knowl- 
edge, the skills, the know-how incident to new equipment so that 
as rapidly as possible they can be released from these duties and the 
naval personnel take them over. 

Mr. Jackson. I think, sir, that the numbers of people that we 
actually employ are in themselves testimony to exactly what you have 
in mind. Take the Bureau of Aeronautics. The electronics people 
that we had under this type of contract in 1959 were 320, and for 
1960 we are budgeted for about 309 man-years, but. when you consider 
the vast range of electronic equipment that we have scattered all over 
the world and the tremendous workload that must be generated by 
the 7,000 operating aircraft that we have, I think you will agree that 
that is a relatively small proportion of man-years that is being de- 
voted to those new highly sophisticated equipments. 

Mr. Jouansen. I think possibly I have read ahead a paragraph of 
your testimony. I noticed the statement that: 

Nevertheless, trends in the development of weapons, equipment, and systems 


and their attendant design characteristics, indicate that there will be a con- 
tinuing need to utilize field technicians— 


and so on. 

If that does not mean that this is going to become not only a 
permanent but an expanding thing, then I am not disturbed, but if it 
means that that is going to be the result, then I would be disturbed 
because, as I say, it seems to me the objective ought to be for as rapid 
nome of these skills and abilities to your regular personnel as 

ossible. 
” Mr. Jackson. We thoroughly agree with your philosophy, Mr. 
Johansen, and the degree and the rate of expansion I suspect will be 
a function of how many new equipments we have in any given year. 
In other words, how fast is the state of the art progressing in the 
equipments that we buy. 
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Mr. Jowansen. Having qualifiedly agreed with your position, I 
suggest, Mr. Chairman, that the committee keep an eye on this thing. 

Mr. Jackson. I have no doubt they will, Mr. Johansen. 

The problem of educating the fleet in maintenance and operation 
of equipment and systems without these engineers would be un- 
economically time-consuming. By the use of these services there is a 
natural flow of engineering information from the manufacturer to 
the Navy. 

The sl encourages its suppliers to simplify equipment and asso- 
ciated maintenance—that’s what Admiral Swart was referring to in 
the “modular” type of maintenance—procedures as much as possible. 

Nevertheless, trends in the development of weapons, equipment, 
and systems and their attendant design characteristics, indicate that 
there will be a continuing need to utilize field technicians to supple- 
ment the efforts of the military departments to achieve and maintain 
operational readiness. 

The Chief of the Bureau of Naval Weapons today takes over the 
responsibilities of the Bureaus of Ordnance and Aeronautics. A 
progress report in regard to manpower, therefore, would seem 
premature. 

It is still too early, as well, to risk a prophecy with any degree of 
certainty of fulfillment. I would remind you, however, that the Navy 
has never predicted that manpower savings would ensue from the 
creation of this new Bureau. 

As Secretary Franke said before the Committee on Armed Services 
of the House: 


The primary objective of the reorganization of a technical bureau must be to 
reduce the lead time between the expression of an operational requirement and 
the delivery to the combat forces of a fully developed and effective weapon or 
weapons system * * * I cannot anticipate that specific dollar or personnel 
savings will be realized in the immediate future. 

It is reasonable to presume, however, as we move into full opera- 
tions of the Bureau of Naval Weapons, that certain administrative 
economies will be achieved. The basic aim remains, nevertheless, 
identical with the aim of this subecommittee—the more productive 
and efficient use of manpower and other resources we now have. 

Mr. Gross. Mr. Chairman, may I ask a question at this point? 

Mr. Davis. Mr. Gross. 

Mr. Gross. Mr. Secretary, is the Navy, speaking of the Bureau of 
Ordnance, abandoning any ordnance depots over the country ? 

a Jackson. We are phasing down on one or two, I believe, Mr. 

ross. 

Hastings, Nebr., for example, is almost defunct at the moment. It 
takes some time to process the ammunition and get it out of there. 
I believe Hingham and McAlester in Oklahoma, and generally speak- 
ing the workload in all of them is decreasing. That is because all of 
those, as you recollect, had to do with pretty much conventional stuff. 

Mr. Gross. That is why I am asking, if we are leaving the conven- 
tional concept and entering into this missile field, if there is the re- 
quirement for these ordnance depots. 

Mr. Jackson. Certainly not as extensively as they have been. 

Mr. Gross. And you intend to liquidate this Nebraska ordnance 
setup as well as others; is that correct ? 

Mr. Jackson. That is right. 
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Mr. Gross. Which would mean other reductions? 

Mr. Jackson. Yes. 

As a matter of fact, we made quite a reduction in Hastings, Nebr. 

Mr. Gross. Is that where some of your reduction in personnel would 
come ¢ 

Mr. Jackson. Yes, indeed. 

Mr. Gross. Very quickly, how many civilian employees did you have 
at the ordnance depot in Nebraska, just using that as an example ? 

Mr. Jackson. I am not exactly sure, Mr. Gross, but my best recol- 
lection is something in the order of 450 people. 

Mr. Gross. Were those civilians, or civilians and military ? 

Mr. Jackson. At the present time the work force at Hastings is just 
a handful of military people and a handful of civilians. I can’t give 
you the exact figures, but it is a corporal’s guard. 

Mr. Gross. Thank you. 

Mr. Jackson. Engineered performance standards are applied in 
overhaul and repair departments of naval air stations, The develop- 
ment of these production standards began more than 5 years ago in an 
effort to further increase efficiency in the overhaul of aircraft. 

This effort began experimentally and on a small scale in one or two 
air stations. Gradually the operational coverage of these standards 
has been extended. ‘They are now applied in all industrial air stations. 

Seventy-eight percent of our overhaul and repair work on naval 
aircraft 1s now covered by these standards. The Bureau of Aero- 
nautics informs me that they consider that this degree of coverage is 
about optimum. Of course, as new materials items are phased into 
operations, new standards must be developed. The current level of 
effort will be needed in the future in order to maintain the effective- 
ness of our standards, I’m informed. 

With respect to anticipated savings, the Navy believes that there 
are real benefits accruing from the application of these standards. 
We are able to show increased efficiency in the operations over the 
years since these standards have been installed, but other manage- 
ment improvements have been installed concurrently in the same work 
areas. Costs, including wages, have increased sharply since 1954, 
when we introduced these standards. 

There has been increasing complexity in the nature of overhaul and 
repair work which more than offsets the reduced number of aircraft. 
On balance, we believe that actual workload has increased and we are 
doing it with 18 percent fewer employees. 

Mr. Gross. I would like to go back, Mr. Chairman, if I may, with 
one quick question with respect to your ordnance depots. 

Did you determine within your own department what depots would 
be phased out or abandoned, or did you go out and hire a consultant 
firm to tell you what to do? 

Mr. Jackson. I think that this was strictly a study group within 
the Bureau of Ordnance, Mr. Gross. 

Mr. Gross. Within the Navy itself? 

Mr. Jackson. That’s right. 

Mr. Gross. You didn’t have to go out and hire somebody to tell you 
what you ought to do? 

Mr. Jackson. No, sir. 

Mr. Gross. I appreciate that and thank you. 
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Mr. Jackson. Against this background of rising costs, increasing 
complexity, lower numbers of employees and increasing workload, it 
is of dubious value to try to specify savings resulting from any one 
specific technique among the many changes that have taken place in 
recent fiscal years. 

It is the policy of the Navy to inspect for acceptance purposes 
material produced by private contractors. The Navy does not dele- 
gate this responsibility nor does it necessarily accept a contractor's 
statement that his material is satisfactory. 

The Navy requires the contractor to produce material strictly in 
accordance with the contract specifications and requires that the con- 
tractor have an inspection system which will assure that material of 
good quality will normally be submitted for the Navy’s inspection 
and acceptance. The degree to which the Navy inspects material for 
acceptance purposes depends largely on the nature and importance of 
the material and the demonstrated ability of the contractor to pro- 
duce a quality product. 

The Navy does inspect the inspection system, quality control, of the 
contractor to assure itself that the contractor’s own inspection sys- 
tem meets the required criteria. The fact that a contractor has an 
inspection system does not in itself lessen in any way the Government 
inspections required by applicable specifications. 

The Navy shares this committee’s concern over defense production 
costs and is aware of its responsibility to exercise constant vigilance 
over every aspect of its procurement policies and procedures in order 
to insure the most econornical procurement of military equipment. 

The Navy is continuing vigorously its effort to control all elements 
of defense production costs including those items of contractor costs 
in which the committee has expressed interest such as salaries, fringe 
benefits, training and recruiting for employees. 

The Navy provides control over specific elements of cost by utiliz- 
ing contract cost principles prescribed by the Department of Defense 
for use with defense contracts. Such principles, periodically modi- 
fied and expanded, have been in use for a number of years. In gen- 
eral, it may be stated that costs for salaries, fringe benefits, training 
and employee recruiting are allowable under the Navy’s cost-reim- 
bursement type contracts so long as such costs are reasonable and 
properly allocable to the contract work. Under the Comptroller of 
the Navy, navy contract auditors review contractor costs and make 
determinations regarding allowability of such costs. 

Approximately a month ago, on November 2, 1959, the Department 
of Defense issued a revision of the contract cost principles and pro- 
cedures which are contained in section XV of the armed services pro- 
curement regulation. These revised principles provide more detailed 
and precise policy guidance in treating cost elements. They will 
serve as the contractual basis for payment of costs under cost-reim- 
bursement type contracts. In all other contracting situations they 
will serve as a guide in the negotiation of prices or settlements, to 
the extent that cost evaluation is necessary for the establishing of fair 
and reasonable prices. 

Allowability of costs under cost-reimbursement contracts is not 
materially changed from the previously prescribed cost principles 
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but the revised principles provide a more definitive indication of the 
extent of and standards for the allowability of costs. 

The following four items in which this committee has expressed 
interest, that is, salaries, fringe benefits, training and recruiting, are 
treated in considerable detail. 

In addition to the control of contract production costs through 
application of uniform contract cost principles, the Navy is con- 
stantly endeavoring to control its defense costs by other means. The 
Navy, centrally and independently, through its contract clearance 
branch under the Chief of Naval Material, makes thorough reviews 
of all negotiated contracts of $300,000 and over which are proposed 
by its several purchasing activities. By this procedure, highly com- 
petent procurement analysts are provided an opportunity to examine 
costs and the bases therefor, as well as the contract type and other 
business aspects of the proposed procurement, prior to granting au- 
thority to contract. 

Recently an additional step was added to this procedure whereby 
a prenegotiation plan is submitted to the Office of Naval Material. 
This new procedure affords the contract clearance branch an oppor- 
tunity to participate in the early planning of major procurements 
and to point out better approaches, additional sources or other im- 
provements. The opportunity for obtaining price reductions are in- 
finitely better in the early stages of a procurement than after negotia- 
tions have been conducted with prospective contractors. 

The Navy is providing increased emphasis on profit incentives in 
contracts which permit the contractor to share in savings resulting 
from cost reductions. 

A similar program is the Navy’s value engineering program through 
which its contractors are encouraged to review elements of design, 
manufacturing, inspection, et cetera, and to recommend appropriate 
changes or substitutions which will result in lesser overall cost or in- 
creased efficiency. When such recommendations are acceptable to 
the Navy, the contractor shares in the savings which results. 

To control costs, the Navy also uses statistical analyses of costs in- 
curred for major programs. From these, costs trends are developed to 
provide a basis for accurate evaluation by Navy personnel of con- 
tractor’s cost proposals. 

Other continuing efforts to control contractor production costs in- 
clude surveillance of subcontract and purchased material costs in- 
curred by prime contractors; reduction in number of engineering 
changes during production; encouragement of privately financed re- 
search and development and the broadening of competition, includ- 
ing small business participation where practicable. 

In order to be successful in its overall procurement program, the 
Navy must maintain a high level of competency among its procure- 
ment personnel. To accomplish this and to meet the increased demand 
for highly trained negotiators and contract administrators, the Navy 
has placed additional emphasis on training. 

In addition to the on-the-job training accomplished in the various 
bureaus and offices which actually perform the procurement function, 
the Office of Naval Material regularly sponsors formal training courses 
in such subjects as basic procurement, cost and price analysis, contract 
administration and advanced procurement. 
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Mr. Davis. Mr. Secretary, we have had some reports that in a 
number of instances the Defense Department has been permitting 
contractors who furnish materials to do their own inspecting. You 
made the positive statement here that the Navy does not delegate 
this reponsibility and that it is the policy in the Navy to inspect for 
acceptance purposes material produced by private contractors. 

The Navy does not delegate this responsibility nor does it necessarily accept 
a contractor’s statement that his material is satisfactory. 

Has the Navy been permitting any of this inspection by the people 
who furnish the material ? 

Mr. Jackson. Mr. Chairman, every contractor has his own in- 
spection force. 

Mr. Davis. Of course he would, yes. 

What I am talking about is, does the Navy have one also to inspect 
this material ? 

Mr. Jackson. Oh, yes, indeed. The final hurdle that must be 
leaped is the naval inspector on the certificate of acceptance. 

Mr. Davis. I have here a copy of a telegram dated October 20, 
addressed to the Resident Navy Inspector, 1400 North Cameron 
Street, Harrisburg, Pa., sent from East Hartford, Conn., signed G. F. 
Flavell, D-Ford-Approved for BAR by J. Deuse. It says: 


You are authorized to remove military source inspection from all Pratt & Whit- 
ney aircraft parts manufactured at Thompson, Ramo-Wooldridge, Harrisburg, 
Pa., plant. These parts are covered by the following purchase orders— 
and then follows a list of some 20 or so or maybe more purchase orders. 
What does that mean ? 

Mr. Jackson. That means that our naval inspecting group has said 
that if the Pratt & Whitney’s subcontractor in the field has sufficient 
quality control through its own inspection system, we don’t need to 
go back to the source and make sure that the subcontractor is not 
putting less than adequate materials into his subassembly. 

Mr. Davis. Isn’t that leaving the responsibility that rests on the 
Navy then up to the producer? 

Mr. Jackson. No, sir. 

Mr. Davis. How do you explain that? 

Mr. Jackson. Because finally when the prime contractor turns over 
his a. to the Navy, then the Navy works it over with a fine-tooth 
comb. 

Mr. Davis. You cannot work it over after the product is manufac- 
tured though when the time for doing the inspection has passed, 
can you? 

Mr. Jackson. Yes, sir, we feel that we can, and the quality products 
that we get seem to prove us right. 

Mr. Davis. Isn’t that largely due to good fortune or luck rather 
than your making sure that the product has measured up? 

Mr. Jackson. Before we will relinquish source inspection we have 
to satisfy ourselves that this contractor is a first-class operator who 
over the years has turned out a quality product. 

Mr. Davis. If you know that he is and you assume that he is, does 
that. still eliminate the need for inspection ? 

Mr. Jackson. No, sir. Then we make sure also that he has a qual- 
ity inspection procedure that is first-class. We keep on top of that at 
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all times, but the final proof of the pudding is in the inspection 
certificate which the naval inspector certifies to at the time of delivery. 

Mr. Davis. How are you going to inspect, for instance, these air- 
craft parts after they have been manufactured so as to cover the 
inspection that would have been carried out except for this telegram ? 

Mr. Jackson. Well, sir, I will turn the technical side of that ques- 
tion over to Admiral Swart. 

Admiral Swarr. Mr. Chairman, in all cases, the prime contractor is 
responsible for the product. 

Mr. Davis. I know that. 

Admiral Swarr. The inspector, the Bureau of Aeronautics’ rep- 
resentative in this case, can determine if he wishes, or does not wish 
source inspection on subcontracted parts. . 

Mr. Davis. How was that now? 

Admiral Swarr. The Bureau of Aeronautics’ representative, the 
inspector at the prime contractor plant, makes the determination 
whether he wishes source inspection of subcontracted material. In the 
event that he does, the inspector of the subcontracting plant will there- 
fore inspect in accordance with whatever specification has been estab- 
lished. 

It may be a statistical sampling, and it usually is, or it may be the 
complete inspection of every individual part. Normally, we require 
every contractor to establish a quality assurance program of some 
nature. We don’t approve it, but we can disapprove it. 

If we are satistied with the step-by-step procedure and his inspec- 
tion of each individual part, we will say that it is adequate, or rather 
it is not inadequate. It may be that we will waive source inspection, 
but it is still not waived on the final inspection of the prime contractor. 

Mr. Davis. Of course, I am no contractor and I am not an inspector, 
and I am not a technician, but it doesn’t seem to me that it is a sound 
practice to turn over the inspection of a product to the person who 
is manufacturing it and producing it. That just does not seem sound 
to me. I don’t care how much confidence you have in him or what 
kind of a study you have established. 

Admiral Swarr. I would have to make each individual item to tell 
you whether that was a good or bad procedure. Normally, our pro- 
cedures require source inspection. However, there are many cases 
where we feel that source inspection is not required of the prime con- 
tractor’s subcontracted material. 

Mr. Davis. Speaking here about this particular telegram, we have 
here a concern that has contracted to do research for the Government; 
namely the Ramo-Wooldridge Co. There is coming out very shortly 
a report by the General Accounting Office going into all the operations 
of this Ramo-Wooldridge Co., and the press has been carrying reports 
that they parlayed an investment of some $7,000 into assets of around 
$16 or $18 million, that they not only then have been working for the 
Government in research, but that they have also gotten into the pro- 
duction end of it, so that here is a step. 

They come along and do research work for the Government and 

arlay a few thousand dollars into $16 or $18 million. Then they go 
into the production end of it and here we find a telegram saying 
“Don’t inspect these people’s work.” That calls for something other 
than just passing it over nonchalantly. 
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Admiral Swarr. I did not mean to indicate or give you that impres- 
sion, Mr. Chairman, but we have been dealing with Thompson prod- 
ucts for a long time. 

Mr. Davis. How long has Ramo-Wooldridge been involved in it ? 

Admiral Swarr. 1 think that that affiliation, as far as I directly 
know, has only been 2 years, that they have had the Thompson, Ramo- 
Wooldridge handle, shall we say. 

Mr. Davis. What induced this attitude here of not to inspect them ? 

Admiral Swarr. I don’t know that I can answer that, that is the 
attitude of do not inspect because it is Thompson, Ramo-Wooldridge. 

Mr. Davis. I do not care who it is. 

Admiral Swarr. We do not do it just nonchalantly or because of 
any pressure. We do it for sound reasons. 

Mr. Davis. I would not undertake to run your business, and I do 
not want to appear officious or anything of that nature, but it just 
seems to me that it is pretty poor business to let a person who is pro- 
ducing something to do his own inspecting. 

Mr. Jonansen. Will the chairman yield / 

Mr. Davis. Mr. Johansen. 

Mr. Jonansen. Admiral, does the inspection of the finished total 
product when it is turned out by the prime contractor permit of effec- 
tive inspection of the part or parts supplied by the subcontractor? 

Admiral Swarr. Normally, when they have completed a final as- 
sembly, and if it is in the specifications, we usually do require a cer- 
tain test of so many hours of performance. When this test is com- 
pleted, normally they disassemble the complete unit, take it apart, 
measure it, look at all the pieces, and see if they performed satis- 
factorily. This normally can be done statistically and sometimes it 
is done for all the units. 

Mr. Jonansen. Is not the test of whether or not there is an inspec- 
tion of the product of the subcontractor the answer to the question of 
whether or not there is an inspection at this final stage of that unit? 

Admiral Swarr. Usually, when the prime contractor receives any- 
thing he has a receiving inspector and we formally look at it, too, by 
our inspector. 

Mr. Jouansen. Is it possible to determine whether in this specific 
instance to which the chairman refers, this particular product of this 
particular subcontractor is subject to that kind of inspection? 

Admiral Swarr. We could determine that for you; yes, sir. 

Mr. JouHansen. Because if it is not, then I would think the chair- 
man’s point is completely valid that there just is no inspection of this 
subcontractor’s product. If the answer is in the affirmative and it 
can be demonstrated that it is, then it would seem to me that there is 
in fact an inspection of this subcontractor’s product. 

Admiral Swarr. I would have to get particular details of that. 

Mr. Davis. I wish you would have that run down and let us know 
about that. I prefaced all my remarks with the statement that I do 
not claim to be an inspector, or technician, or producer, and I do not 
claim I have the information that you have or the ability that you 
have, but just as a matter of principle, I know that it is not good busi- 
ness to let a producer be his own inspector. 

Admiral Swarr. I can agree with that. 
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(Supplemental information follows :) 


Thompson, Ramo-Wooldridge, Inc., Harrisburg, Pa., provides, on subcontract, 
finished blades and nozzle guides for use in jet engines manufactured by Pratt 
& Whitney Aircraft for the Navy. On July 15 and 16, 1959, representatives of 
the Bureau of Aeronautics representative (BAR) East Hartford, Conn., and 
Pratt & Whitney Aircraft visited Thompson, Ramo-Wooldridge, Inc., Harrisburg 
and Cleveland, and evaluated its quality assurance program and inspection 
system as satisfactory for acceptance of material destined for Government use, 
under the surveillance of a Pratt & Whitney Aircraft vender quality control 
representative (VQCR) in lieu of military source inspection. The quality as- 
surance system and inspection procedures conform with Pratt & Whitney 
standards which in turn are approved by the BAR. 

Waiver of military source inspection was authorized by BAR to Pratt & 
Whitney on July 30, 1959, and was made effective for inspection purposes in 
October. 

At source, Thompson, Ramo-Wooldridge conducts “in-process” and ‘end prod- 
uct” inspection under the surveillance of the Pratt & Whitney Aircraft VQCR. 

The Navy inspects the finished product furnished by Thompson, Ramo- 
Wooldridge, after it is delivered to Pratt & Whitney, by taking samples from 
random-selected lots. In addition, 1 of every 10 engine assemblies is disas- 
sembled after testing for a 100 percent visual inspection of blades and nozzle 
guides. This is in addition to any other inspections which may be made incident 
to conducting other required tests of the assemblies and other components. 

The Navy thus assures itself of the quality of the Thompson, Ramo-Wool- 
dridge product with at least two inspections by Government inspectors: (1) at 
destination and (2) when installed in the end product. 

Mr. Davis. I think that principle applies all through any line of 
work. For instance, inthe FHA when the Government insures houses 
that are constructed under the Government program, they have three 
inspections I believe, all the way through. They inspect at the be- 
ginning, they inspect during the progress, and they inspect when it 
is completed; and I think it is good business and I think it is good 
business anywhere. 

Mr. Gross. You might add, Mr. Chairman, that the municipality 
in which the house is built also clears or approves the construction of 
home. 

Admiral Swarr. The proof of the pudding is if the part or unit 
performs as it is designed to perform. 

Mr. Davis. You may be correct about this, but I want you to let us 
have a further report on this particular thing here, and on the general 
principle of whether or not you are permitting producers to be their 
own Inspectors. 

Mr. Jackson. I think we can answer that categorically, Mr. Chair- 
man, that we do not. 

(The report referred to follows :) 

The final responsibility for acceptance of material is vested in Government 
personnel, The Navy agrees fully with the Comptroller General's decision that 
inspection of purchases by the United States can be accomplished legally and 
properly only by persons responsible to the Government and acting under Govern- 
ment supervision. This has been the Navy’s policy and, to date, there have been 
no known violations. The Navy has never contracted out its inspection respon- 
sibilities nor has it ever delegated them to a private contractor. 

The Standardization Manual (DOD-M205) provides for the specific inclusion 
in each specification concerning inspection, which specification is a part of the 
contract, the following: 

“Unless otherwise specified herein the supplier is responsible for the per- 
formance of all inspection requirements prior to submission for Government 
inspection and acceptance. Except as otherwise specified, the supplier may 
utilize his own facilities or any commercial laboratory acceptable to the Govern- 
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ment. Inspection records of the examinations and tests shall be kept complete 
and available to the Government as specified in the contract or order.” 

Prime contractors are responsible for the quality of the material procured 
from subcontractors and for compliance by subcontractors with the provisions 
of various specifications for inspection of material. Although material manu- 
factured by a subcontractor may be subjected to military source inspection, 
this does not relieve the prime contractor of his responsibility of furnishing 
era material in accordance with the terms of his contract with the Govern- 
ment. 

We feel that the inspection policies and procedures followed by the Navy 
have the overall effect of (1) preventing defective products from being manu- 
factured, (2) eliminating needless duplication of inspection between Government 
and industry, and (3) enabling the most effective use of Navy inspection 
personnel. 

Mr. Gross. Along that line, I understand that you have $350 million 
worth of construction and conversion, all, with perhaps the exception 
of the conversion, on a cost-plus basis, at the Bethlehem Shipbuilding 
Co. in Quincy, Mass. I understand the Navy has 35 inspectors. The 
cost-plus contractor in that case has 105 inspectors. Do you think you 
are doing a good job of inspecting under those circumstances / 

Mr. Jackson. Yes, sir; we do. 

Mr. Gross. On what basis ? 

Mr. Jackson. Because the shipbuilder himself must have his own 
team and his own team will vary according to his workload. 

Mr. Gross. You could not possibly carry on a proper job of in- 
spection with 35 inspectors if he requires 105. 

Mr. Jackson. I do not think that that necessarily follows, Mr. 
Gross. He will be inspecting on a step-by-step basis just as we do 
when we build our own equipment, but we inspect the final product 
and see whether it performs adequately. 

Mr. Gross. Of course, once you get the nuclear-powered ship at sea 
you are in trouble, are you not, if it is not properly constructed ? 

Mr. Jackson. Yes, sir. 

Mr. Gross. That is what we are getting at here, the fact that the 
inspection ought to come as the ship is constructed, or the parts manu- 
factured for the airplane, as in the case of this Thompson-Ramo- 
Wooldridge deal. 

Mr. Jackson. You have to strike a balance. If we are going to 
have a bunch of inspectors looking over the shoulders of inspectors 
- the ieareaa company, the cost is just going to go right through 
the roof. 

Mr. Gross. You mean that an addition of 70 inspectors would be—— 

Mr. Jackson. No; but there is the principle of the thing that you 
are suggesting, Mr. Gross, that throughout the Naval Establishment 
we duplicate what is a prime responsibility of the contractor himself 
to establish a quility control for his own product. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. Gross. Yes, I am glad to yield. 

Mr. Atrorp. Mr. Secretary, I believe what our colleague from Iowa 
is referring to is that in fact the Government is paying the inspectors 
on both teams, whereas this committee feels thet the Government 


— be inspecting the product that is manufactured for use by the 
avy. 

Is it not true that we had information brought forward that some 
of the inspectors employed by the contracting concern did not have 
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proper training and yet they were employed as inspectors, and, in 
fact, the Government 1s paying their salaries? That’s the problem. 

Mr. Gross. That’s right. ; 

Mr. Jackson. I grant you that is a problem, although I do not know 
of the instance that you cite where the contractor did not have prop- 
erly qualified or properly trained inspectors, but the fact still remains 
that most of our contractors must have their own inspection team be- 
cause. they are not only doing work for us, they are doing work for 
others, for private industry, and so as a matter of their own reputa- 
tion as a proper industrial producer, they have to assure themselves 
of quality control. 

s r. Gross. Let’s take your $350 million worth of work at Quincy, 
Mass. 

Admiral Swart. Is not most of that on a fixed-price basis? I think, 
except for the nuclear cruiser, that it is on a fixed-price basis, Where 
we have a fixed-price basis, and it also has been of a competitive bid 
type, it is to the contractor’s advantage to have the most careful in- 
spection system that he can because he is facing rejects, or waste mate- 
rial. He has to make it good. 

We have two acceptance trials for a ship, the preliminary acceptance 
trial, which is conducted by the Board of Inspection and Survey, and 
they go through that with a very thorough team, and then we have a 
final acceptance trial several months, 6 months, or a year later. This 
is the proof of the pudding, and most of the contracts, I believe, at the 
place you are speaking of, are fixed-price contracts. 

Mr. Gross. The information we have is that they are all cost-plus 
contracts except the conversion. 

Admiral Swarr. I have the opposite information. 

Mr. Gross. If that is true, then the Government is paying for the 
inspection. It does not make any difference how thin you slice it. 
If that is true, the Government is paying for the inspection and the 
Navy ought to be doing the inspecting rather than the builder, or the 
contract operator in this case. 

Mr. Davis. Did you have a question, Mr. Dulski? 

Mr. Dutskxr. I had this same vein, Mr. Chairman, that it is so con- 
fusing here, because you have an expanding field in your staff all the 
way through. Here they have 105 and you have only 35 inspectors, 
and down at the Bethlehem Yards you have a guided missile cruiser, 
you have a nuclear destroyer, and three other guided missiles. 

All this workload has increased. As your other staff is increasing, 
the inspectors are not increasing. 

Admiral Swarr. May I correct an impression. The entire office of 
the supervisory shipbuilder’s office up there is comprised of 145 ci- 
vilians and 15 officers. In the precise inspection area there are 42 
billets allowed. This includes supervisory inspectors and inspectors. 

Then we have also in the planning department 52 people, including 
a great number of engineers, and these engineers perform in many 
cases inspection duties as well as the piece-by-piece inspectors. The 
whole office is concerned with the administration of the contract and 
also the inspection and acceptance of that ship. 

Many of these pieces have to perform and go through tests. I have 
been a supervisor of shipbuilding for an equally large amount. I 
built the Forrestal and at the same time I had three major conver- 
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sions. I know this work intimately, and I insisted that the contractor 

inspect carefully all through the process of the ship construction. My 

people looked at the records and they checked. In some cases we 

inspect in great detail. We inspect in great detail where we think it 

is essential to, depending upon the engineering complexity. 

a Dutsxt. As we stated before, the Government is paying the 
ill. 

Admiral Swarr. I think we all pay the bill. If we take a car 
radio, they have a very careful quality assurance, or whether it is an 
icebox, anything, all of industry has good quality assurance. They 
just want to cut down on the rejects and the waste material. 

Mr. Atrorp. Mr. Chairman, may I pinpoint one thing? 

Mr. Davis. Doctor Alford. 

Mr. Atrorp. Getting back to manpower utilization, is not the 

roblem we are considering a matter of statistics where we are show- 
ing here that there is a reduction in force one way, whereas in fact 
we are increasing it on the cost-plus ratio on the other. Is not this the 
problem ¢ 

Mr. Gross. They certainly have more than 100 inspectors on this 
job. The cost-plus contractor has more than 100 inspectors. The 

avy has 35, yes. 

Mr. Davis. I haven’t yet been able to see, if it is necessary for the 
contractor for his protection to inspect all up and down the line, why 
it is not equally as necessary for the Government to inspect for its 
eepcieagie against the same thing the contractor is inspecting against 

or the protection of the Government. 

Mr. Jackson. I think, Mr. Chairman, as Admiral Swart said, the 
Government does make the acceptance inspection. 

Mr. Davis. I understand that, but then by that time, if you are 
dealing with a crook, he could have filled the thing up with shoddy 
material. You cannot expect to find that in a final inspection. 

Mr. Jackson. Then it would not pass the test. 

Mr. Davis. Just to illustrate what I mean, you could go down toa 
shoe store and see a pair of shoes, and you cannot tell whether it is 
good leather all the way through or not, but. when you wear it you 
can tell, and when you put your money on the counter and pay for 
it, you have been swindled. 

r. Jackson. That is why the Government says, “We will walk 
that shoe for a couple of miles through rain and mud before we will 
accept it.” 

Mr. Davis. You might walk it a couple of miles and it did not show 
up until 3 or 4 miles. 

Mr. Gross. Mr. Chairman, what happened down at St. Louis with 
those planes that would not fly? Was it the McDonnell Aircraft Co. 
down there that built a bunch of planes that. would not fly? I don’t 
remember whether they were for the Navy, Army, the Air Force, or 
who they were for, but I'll bet you that the McDonnell Aircraft Co. 
wasn’t left holding the sack. 

Mr. Jackson. I can’t answer that, Mr. Gross. 

Mr. Gross. Somebody erred down there evidently in inspection 
because the planes never flew. They were towed out. of there. 

Mr. Jackson. Was that a case of material failure, or design 
failure? 
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Mr. Gross. I don’t know what it was, but I will guarantee that the 
cost-plus contractor in that case was not left holding the sack. 

Admiral Swarr. The engine did. not meet the performance spec 
and that was the rejection basis. 

Mr. Gross. You wouldn’t tell me that the aircraft company down 
there that built the planes that would not fly was left holding the 
sack 

Mr. Jackson. It certainly was, if it was rejected, Mr. Gross. 

Mr. Gross. I'll wager they did all right on that contract, if you look 
into it, even though the planes did not fly. , 

Admiral Swarr. The engines did not meet the performance specs 
and that was the reason they were rejected. 

Mr. Davis. Admiral, did the Government pay for them ? 

Admiral Swarr. Did the Government pay for the planes? 

Mr. Davis. Did the Government pay for the product, yes, sir. 

Admiral Swarr. These were two separate purchases. As I under- 
stand it, Mr. Chairman, we purchased a plane which was separate 
from the engine procurement. The engine did not perform, did not 
meet the performance requirement. 

Mr. Davis. Did the Government pay for them ? 

Mr. Jackson. The short answer is that our adviser did not know 
and we will let you know, Mr. Chairman. 

(The information follows) :* 

The J—40 engine for the F3H-1 aircraft was manufactured by Westinghouse 
f£lectric, and the airframe by McDonnell Aircraft Corp. The Navy did pay for 
some engines and airframes under the terms of the contracts. However, when 
it was determined that the engines could not be made to meet the performance 
specifications, the contract with Westinghouse for these engines was terminated, 
and production stopped on the airframes. The 8th Report of the Preparedness 
Investigating Subcommittee, Committee on Armed Services, United States 
Senate, under S. Res. 215, 84th Congress, and the 10th Intermediate Report of 
the Committee on Government Operations, House Report No. 1891, House of 
Representatives, dated March 15, 1956, both deal extensively with, and cover 
completely, the procurement of the F3H-1 airframe and the J-—40 engine. 

Mr. Jackson. My bet would be, contrary to Mr. Gross’ bet, that we 
did not. 

Mr. Davis. We don’t want to leave it on a bet basis. 

Mr. Jackson. That is why we are going to get the answer for you, 
Mr. Chairman. 

Mr. Gross. This aircraft company is still in business. They did 
not go broke after they turned out these planes. 

Mr. Aurorp. Will the gentleman from Iowa yield? 

Mr. Gross. I am happy to yield. 

Mr. Atrorp. Certainly, they are not in any nature, but the Mc- 
Donnell Aircraft Corp. is a very reputable firm. I know that we are 
not leaving the impression that they are not, but I agree with the 
gentleman that we would like to have the information. 


1 Excerpt from the 10th intermediate report of the Committee on Governmental Opera- 
tions entitled ‘“‘Navy Jet Aircraft Procurement Program.” House Report No. 1891, p. 41: 


“SUBCOMMITTEE FINDINGS AND RECOMMENDATIONS 


(1) The Navy ompeniet more than $500 million for 280 aircraft in the Demon fighter 
program, of which the first 60 aircraft, costing at least $154 million, will be limited (4 
excepted) to nonflying uses. The other 220 planes have not yet been tested in fleet use and 
now or soon may be obsolete. The expenditures in the aggregate were excessive when judged 
by the end results.” 
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Mr. Davis. Mr. Secretary, we have reached the time for adjourn- 
ment here. I think we have pretty well covered the questions which 
the subcommittee members wanted to ask you. Are there any other 
questions anybody would like to ask the Secretary ? 

Mr. Atrorp. Mr. Chairman, may I make one observation here, 
which is so elementary, but I would like the record to state this: 
That as far as I am personally concerned I have the utmost confidence 
in the ability of the Army, Navy, and Air Force, and as far as I am 
personally concerned, as a Member of Congress I want them to be 
stronger than they are now. 

I am not one of those individuals who hopes for a watering down 
of the three services into one, but I would like to say for the record 
that in the questioning relative to whether the GAO receives the re- 
port from the Inspector General, Mr. Chairman, we as Members of 
Congress, cannot lose sight of the fact that the Navy, the Army, the 
Air Force, and the Bureau of the Budget, belong to the people and 
it seems to me that this committee in executive session is entitled to 
have that report. 

Mr. Davis. Mr. Secretary, in connection with that, let me say too 
that we dropped that subject back there, but I don’t want to be con- 
sidered as acquiescing in any attitude that the Congress or this com- 
mittee are not entitled to have whatever information we feel we ought 
to have with reference to such things as the Inspector General’s report, 
or any other information that we feel is relevant to pending legislation. 

Mr. Jackson. I think that we feel also that the Congress must have 
all of the facts that we can lay before them and such facts as are de- 
veloped, I think, are made available to the Congress. 

Mr. Davis. Let me, on behalf of the subcommittee, thank you and 
your two fine associates there, Admiral Cronin and Admiral Swart, 
and say that we greatly appreciate your information and your con- 
sideration in giving us all the information that we requested. 

Let me repeat again that I don’t set myself up as being smart enough 
to run your business. We appreciate what you are doing. I do insist 
on some of the statements I made, however, that this inspection busi- 
ness maybe has been treated a little bit too indifferently, but at the 
same time I say with the same statement that I know you know more 
about your business than I do. However, I think that ought to be 
looked into a little more. 

Mr. Jackson. Yes, sir. 

Mr. Davis. Thank you very much. 

Mr. Jackson. I am very grateful to you, Mr. Chairman, and to the 
members of the committee, for your courtesies and kindness to us. 

Mr. Davis. Thank you. It is nice to have had you. 

We will adjourn now until 2 o’clock this afternoon at which time 
the Assistant Secretary of the Army, the Honorable Dewey Short, 
will be the witness. 

(Whereupon, at 12:10 p.m., the subcommittee recessed, to reconvene 
at 2 p.m.) 
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AFTERNOON SESSION 


Mr. Davis. The subcommittee will come to order, please. 

We are glad indeed to have as the witness this afternoon Assistant 
Secretary of the Army, Hon. Dewey Short, who previously was one 
of our colleagues in the House of Representatives for many years, one 
of the most able, learned, and beloved members that it has been my 
privilege to serve with in the House of Representatives. 

We are delighted to have you, Mr. Secretary, and we will certainly 
welcome the information which you will give us. I notice your state- 
ment consists of 35 printed pages and I wonder if you would want to 
insert it in the record and then highlight it for the committee so there 
will be an opportunity on our part to discuss it with you and possibly 
ask you some questions. 

r. JOHANSEN. Mr. Chairman, before the witness proceeds there are 
two requests I would like to make of the chairman. I had to leave 
before the end of the morning session and I would ask permission to 
include in the record of the hearings the average employment and costs 
covering the 6-year period, 1954 to 1959, inclusive, giving not only 
the number of personnel, but the payroll dollars, and in that connec- 
tion I would like to direct attention to the fact that the dollar increase 
for nondefense payrolls over this period is substantially greater than 
the dollar increase for the defense agencies, and I think that is worth 
noting. 

Mr. Davis. Without objection that will be admitted at this point in 
the record. 

(The material referred to follows :) 


Average employment and costs 


Average employment Payroll (in millions) 
Fiscal year 

Civilian Military Total Civilian Military Total 

agencies agencies agencies agencies 
WR iiedicnonntucse 1, 183, 389 1, 252, 775 2, 436, 164 $4, 865 $4, 588 $9, 452 
|. STS oes 1, 182, 663 1, 184, 627 2, 367, 290 4, 921 4, 700 9, 621 
SEES a 1, 189, 458 1, 174, 584 2, 364, 042 5, 359 5, 167 10, 526 
Ee 1, 219, 835 1, 174, 263 2, 394, 099 5, 602 5, 599 11, 000 
aS 1, 242, 941 1, 104, 403 2, 347, 345 6, 040 5, 415 11, 455 
ee 1, 266, 566 1, 085, 676 2, 352, 242 6, 564 5, 766 12, 330 


Mr. JoHanseN. Without imposing on the chairman’s prerogatives, 
I should like, because of the very close persona] relationship and very 
high regard for our witness, to add my words of greeting to the dis- 
tinguished Assistant Secretary and say to him that I had never con- 
templated in the 9 or 10 years that I have known him that fate would 
cast us in this lot, and I am highly honored by the privilege of having 
him before us. 

Mr. Davis. Thank you, Mr. Johansen. 


86 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


STATEMENT OF HON. DEWEY SHORT, ASSISTANT SECRETARY OF 
THE ARMY FOR MANPOWER AND RESERVE FORCES; ACCOM- 
PANIED BY LT. COL. DONALD V. SMART, CHIEF, MANPOWER 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF THE ARMY; 
ROBERT H. WILLEY, DIRECTOR OF CIVILIAN PERSONNEL, OFFICE 
OF DEPUTY CHIEF OF STAFF FOR PERSONNEL; LT. COL. E. T. 
RENIKER, STAFF OFFICER, UTILIZATION DIVISION, ODCSPER; 
E. C. COX, CHIEF, CONTRACTS AWARDS SECTION, CONTRACTS 
BRANCH, PROCUREMENT DIVISION, ODCSLOG; AND E. F. DeATLEY, 


ASSISTANT CHIEF, STANDARDS BRANCH, PROCUREMENT DIVI- 
SION, ODCSLOG 


Mr. Suorr. Mr. Chairman and members of the committee, I don’t 
know what the chairman or the gentleman from Michigan had for 
their Thanksgiving dinner, but whether it was cranberries or some- 
thing else, I appreciate your warm greeting and word of welcome. 

I do have a rather extended statement here that I will leave for 
the record. I have tried to abbreviate it some, but in this manpower 
problem, the longer one studies it and lives with it, the more complex 
and difficult he discovers that it is. I think perhaps if I could read 
the abbreviated statement through it might answer several of the 
questions that are in your minds or will arise, but I should be glad 
to be interrupted at any time, Mr. Chairman. 

Mr. Davis. Very well. You may proceed, Mr. Secretary. 

Mr. Storr. It is a distinct pleasure and honor to appear before 
any committee of the House and especially this committee, which has 
always been a very good friend to the U.S. Army. 

The first thing I would like for you to know is that the Secretary 
of the Army, Governor Brucker, and I appreciate this opportunity 
to report on your Army’s progress in maintaining economical and 
efficient utilization of its manpower. 

In this period of influencing availability of money and manpower, 
the accomplishment of the Army’s many and varied applications de- 
pends to an ever-increasing degree upon a quality of manpower and 
personnel management which insures maximum productivity by our 
declining work force. 

We can never, Mr. Chairman, hope to match man for man the 
hordes on the Asiatic Continent and in Soviet Russia. Our only 
hope of victory or chance of survival in another global conflict, which 
we all pray will be avoided, is in the superiority of our weapons and 
the superior skill of the men who man those weapons, and it is in- 
cumbent upon each and every single individual in America, in uni- 
form or civilian, in Government or out of Government, whatever job 
he is doing today in this so-called cold war that is a confllict not only 
in a military sense, but an economic, and a psychological, and a 
cultural, and educational sense, to put forth the very best efforts 
that each of us have if we hope to be an equal match of the enemy. 

The interest and assistance which your committee over so long a 
period has generously given bespeaks your great contribution to this 
phase of economy in our national defense. 
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In the preparation for these hearings my aim has been to provide 
concise information on the subject in which you have shown interest. 
To accomplish this, I have reviewed the record of last. year’s hearings 
and all communications received from you since that time. 

Answers have been prepared on all questions arising from last year’s 
hearings or your interim communications to the Department of the 
Army, with particular attention given to your letter of October 22 
of this year to Secretary Brucker, I will also review the positive 
steps we have taken to check on the use of personnel in the Army. 

Advance copies of the Department’s answers to your questions and 
a report on our positive program of reviews have been delivered to 
you already. In my comments at this time I will speak briefly as 
possible to several of the items covered in the advance statement, 
emphasizing the more important points, but I will not go into the 
details provided by that statement. Therefore, I request that the 
more detailed statement be made a part of the record without 
objection. 

Mr. Davis. Without objection is will be admitted. 

(The statement referred to follows:) 


STATEMENT OF Hon. DEWEY SwHortT, ASSISTANT SECRETARY OF THE ARMY 
(MANPOWER, PERSONNEL AND RESERVE FORCES) 


Mr. Chairman and members of the committee, it is a distinct honor and priv- 
ilege to appear before you and assist you in your study of manpower utilization 
in the U.S. Army. The Secretary of the Army and I appreciate this opportunity 
to report on your Army’s progress in maintaining economical and efficient utiliza- 
tion of its manpower. 

In this period of declining availability of money and manpower, the accom- 
plishment of the Army’s many and varied missions depends to an ever-increasing 
degree upon a quality of manpower and personnel management which insures 
maximum productivity by our declining work force. 

The interest and assistance which this committee so generously gives bespeaks 
your great contribution to this phase of economy in national defense. 

In preparation for these hearings, my aim has been to provide concise informa- 
tion on the subjects in which you have shown interest. To accomplish this, I 
have reviewed the record of last year’s hearings and all communications re- 
ceived from you since that time. Answers have been prepared on all questions 
arising from last year’s hearings or your interim communications to the Depart- 
ment of the Army, with particular attention given to your letter of October 22, 
1959, to Secretary Brucker. I will also review the positive steps we have taken 
to check on the use of personnel in the Army. 

First, I shall discuss those subjects which were listed in your letter to Sec- 
retary Brucker on October 22, announcing these hearings. These subjects may 
be grouped under four headings as follows: 

(a) Civilian employment trends, that is— 

(1) Past, present and projected civilian employment. 
(2) Use of civilian employees overseas. 
(b) Civilian personnel management policies and problems, including— 
(1) Changes in classified grade structure. 
(2) Wage Board compensation procedures and problems. 

(c) Use of military personnel in the supporting forces. 

(d) Contracting, including— 

(1) Contracting out training, custodial, management and_ service 
functions. 

(2) Use of contract technicians. 

(3) Control of contractor’s work. 

(4) Inspection of contractor work. 
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CIVILIAN EMPLOYMENT TRENDS 


Compared to actual military strengths the trend of civilian employment by 
the Army has been as follows: 
(a) Past 2 years, detailed: 


| Employment} Actual active 
in civilian duty 


Month Full time Part time Total functions military 
included strength ! 
in total 
417, 610 1,429 419, 039 (28, 511) 9R0, 250 
413, 783 1, 01 415, 284 (29, 382) 900, 440 
4 1,412 405, 242 (29, 524) 863, 192 
395, 388 1, 482 396, 820 (30, 648) 861, 288 
391, 160 1, 450 392, 610 (29, 954) 867, 437 


1 Includes cadets, trainees, transients, and patients. 


(b) Since 1953—Summary : 


Strength | Reduction 
September 1954-._- ; 466, 268 86, 561 
September 1955__- 450, 698 15, 570 
432, 953 17,745 


1 The 1959 reduction includes a classified activity which was dropped from Army accountability. 


(c) Decline of employment September 1958-September 1959: The total re- 
duction in Army civilian employment for the 12-month period ending September 
30, 1959, was 22,674. A significant portion of this reduction is attributable to 
dropping of personnel accountability for a classified agency. However, the 
actual decline in employment exceeds 14,000. Shortages of funds for pay of 
personnel and the 2 percent reduction in Federal employment directed by the 
President were two main reasons for this very significant decline in strength. 

(d@) The Department of the Army continues to stress the use of attrition to 
the fullest practicable extent as a means of reaching reduced employment levels. 
However, this means is not always fully effective in the face of mission changes, 
and, if used to excess, may produce imbalances in the occupational distribution 
of the civilian work force. Of the net reduction in civilian strength of over 
14,000 involuntary reductions in force accounted for 8,133. 

(e) Implementation of reductions in fiscal year 1960: The 1 percent reduction 
in operation and maintenance employment which was directed in the hearings 
on the annual appropriation act is now being implemented. The Bureau of the 
Budget has informed the Department of Defense that again in fiscal year 1960 
the President desires a reduction of at least 2 percent in employment that can 
reasonably be financed from this year’s appropriations. The 1 percent con- 
gressional reduction has been incorporated within the overall 2 percent Presi- 
dential reduction. Implementing instructions have recently been received from 
the Department of Defense. The shortage of funds in the last quarter of fiscal 
year 1959, the anticipated continuation of such shortage and realization by com- 
manders that new reductions were pending have kept actual employment well 
below the number authorized. This places the Army in a position to absorb a 
reasonable share of the combined congressional and executive cuts through 
attrition with a minimum of reductions in force. 

In any large scale reprograming action, some reductions in force are neces- 
sary, since attrition does not always occur in those activities it is desired to 
reduce. Any reductions in force which are necessary will be programed over 
as long a period as personnel ceilings and funds will permit. 

In connection with the effort to more efficiently utilize the reduced civilian 
work force, the Army continues to redistribute civilian manpower in: consonance 
with changes in workload and priority of missions. This will involve the con- 


September 1 
September 14 
July 1959. 
August 1959_ 
September 1 | 
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tinued deferment of some missions and workload, such as maintenance, rebuild, 
and care and preservation of equipment and supplies in storage. 

(f) Anticipated trends through the first half of fiscal year 1961: Army 
civilian employment should remain at approximately the September 1959 level 
throughout the balance of fiscal year 1960. The end strength for June 1960 
should be slightly higher than the current level due to normal authorized season- 
al employment. 

(g) What happens to functions manned by civilian employees when employ- 
ment drops? Whenever possible, reductions in civilian employment are imple- 
mented in activities in which functions are being eliminated or reduced. With- 
out significant changes in missions, it is not possible to apply many reductions 
in this manner. Thus, priorities must be established to enable deferment of 
the least essential tasks or in extreme instances, military personnel must as- 
sume the workload. It should not be inferred that the present level of civilian 
employment is sufficient to accomplish all missions at maximum efficiency. A 
direct effect of the present shortage of civilian employees has been the defer- 
ment of performance of some essential tasks and the use of military manpower 
to perform those support tasks which cannot be deferred. 


U.S. CITIZEN EMPLOYED IN FOREIGN AREAS 


As requested by this subcommittee in its letter of August 24, 1959, informa- 
tion was secured on a number of subjects involving employment of U.S. citizens 
in foreign areas. The report showed that U.S. citizen personnel represent ap- 
proximately 6.5 percent of the total number of employees who furnish support 
to the Army in accomplishing its mission abroad. 

It is the Department’s objective to utilize locally available personnel to the 
fullest practicable extent in staffing its oversea positions. However, in some 
cases, it is necessary to recruit personnel from the United States to fill profes- 
sional, technical, and key administrative positions as well as those which re- 
quire occupancy by U.S. citizens for reasons of security. 

In 1956, the Department inaugurated an interchange program which pro- 
vides for the filling of these important oversea positions by reassignment of 
experienced career employees from Army activities in the United States. In 
that year, only 25 percent of the oversea positions requiring occupancy of U.S. 
citizens were filled by reassigument of employees of the Army’s continental 
work force. By comparison, in fiscal year 1959, 86 percent of the civilians 
going overseas were career employees of the Army from installations in the 
United States. Upon satisfactory completion of their overseas tours, the De- 
partment endeavors to locate suitable positions for qualified employees who 
desire to continue their careers with the Army. Efforts in this phase of the 
interchange program were hampered due to the cutback in employment levels 
in the United States and action taken by commanders to cancel vacant posi- 
tions wherever possible as a means of reaching the reduced employment levels. 
Nonetheless, during fiscal year 1959, 173 career employees were placed in posi- 
tions in the Army’s continental work force under a priority placement program. 
A total of 234 employees are currently awaiting placement. 

While the Department is pleased with the progress it has made under its 
interchange program, we believe that further progress would be possible if 
legislation were enacted granting statutory reemployment rights to employees 
who satisfactorily complete oversea assignments. Such a legislative proposal 
was submitted to the Congress by the Department of Defense on February 10, 
1959. The Department of the Army recommends that early consideration be 
given to that proposal during the second session of the 86th Congress. 

One of the items of information included in the report of U.S. citizens 
overseas concerned the average number of months that such employees had 
served in foreign areas. The report furnished by the Department of the 
Army shows a considerable amount of stability in our overseas work force. 
However, our report included all periods of Federal civilian employment in 
foreign areas served at any time with any Federal agency. It was not restricted 
solely to continuous civilian service with the Army in a particular command. 
It is understood that the reports of the other military departments were so 
restricted. This difference in reporting should be noted in comparing the 
reports of the three military services. For example, the average length of 
service of Army employees in Germany is shown in the report furnished the 
subcommittee as approximately 8 years. However, in a separate study con- 
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ducted in 1958, it was found that the average length of service of Army em- 
ployees in the U.S. Army Europe, excluding service in other commands and 
service with other Federal agencies was + years. 


CHANGES IN THE CLASSIFIED GRADE STRUCTURE 


(a) Fiseal year 1959 change in classified grade structure 

The trend toward higher level civilian positions in Army continued during 
fiscal year 1959, although the increase in numbers of positions in GS 11-15 was 
less (approximately 25 percent) than during fiscal year 1958. Last year Mr. 
Milton discussed the reasons for these increases in some detail. The increases 
are attributable to many of the same reasons this year. While the general 
trend is considered necessary and warranted, as Mr. Milton indicated last year, 
we nevertheless recognize the importance and necessity of continuing surveil- 
lance and positive action to insure that the civilian position and grade structure 
promotes maximum economy and efficiency of total operation. This is very 
important to the Army in view of limited resources for accomplishing essential 
and priority programs. For this reason, we have placed considerable emphasis 
on this matter during the past year. While it is still too early to ascertain 
the results of our added emphasis, I would like to discuss some of the action 
we have taken. 


(b) Emphasis on economy in civilian position structure 


(1) Secretary’s Advisory Committee: The changing GS grade structure was 
the subject for consideration by the Secretary of the Army’s Advisory Com- 
mittee on Personnel Management in December 1958. This Committee is com- 
prised of executive personnel from major industrial concerns who voluntarily 
advise the Secretary of the Army on matters of personnel management based 
on their vast experience with industrial relations matters in industry. After 
review, the Committee concluded that the general upward position and grade 
trend in the Army appeared warranted by program and mission (indicating 
that there is also a general upward trend in industry), but recommended con- 
tinued emphasis and review to insure control of the situation. It recommended 
that top Army policy officials be kept apprised of the situation, emphasizing 
the stimulus that comes from informal discussion and communication of the 
desires of top management on matters of this nature. 

(2) Army Policy Council: In March 1959, The Army Policy Council was 
briefed on (@) results of an intensive Army-wide civilian job trend analysis and 
(b) findings and recommendations resulting from the December 1958 Advisory 
Committee meeting. The Army Policy Council is comprised of top Army man- 
agement, including the Secretary, Under Secretary, Assistant Secretaries, Chief 
of Staff, Deputy Chiefs of Staff, Chief, Research and Development, and Comp- 
troller of the Army. 

(3) Secretary’s memoranda: The Army Policy Council briefing was followed 
by written memoranda from the Secretary to the Assistant Secretaries and the 
Chief of Staff. These memoranda outlined the Secretary’s concern in insuring 
an economical position structure, requested full cooperation in insuring the most 
efficient use of high level positions, and suggested the development of a positive 
Army-wide plan for promoting maximum economy in the position structure, con- 
sistent with program needs and good personnel management practices. 

(4) Area for priority emphasis in fiscal year 1960 civilian personnel manage- 
ment program: In May 1959, the establishment of the most efficient and econom- 
ical position structure was published throughout the Army as an area for priority 
and special emphasis during fiscal year 1960. 

(5) Numerous Army-wide and command conferences: This subject has been 
included on the agenda, and as the primary topic on many of a number of top 
level conferences and meetings during the past year, including the Army com- 
mander’s conference, the world wide civilian personnel officer’s conference, and 
many command conferences such as those of Ordnance and Transportation Corps. 

(6) Additional Chief of Staff and DCSPER action: a. The Chief of Staff, in 
writing, personally directed the importance of this matter to the attention of all 
major commanders. Additionally, all commands were instructed to— 

1. Conduct intensive self analysis of trends that have occurred in the 
position structure over the past several years to insure that the current 
job structure does not exceed the minimum essential for efficient operation 
and to effect any possible economies. 
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2. Establish methods to provide that the appropriate commander or his 
specially designated representative approve proposals for all new or revised 
supervisory positions and all nonsupervisory positions GS-9 and above. The 
commander or his representative will personally review these cases to insure 
that the positions are required for the accomplishment of essential programs 
and that proposed duties are consistent with efficient organization and 
distribution of work. 

3. Maintain continuing surveillance of trends in the position structure 
and place continuing emphasis on lean and efficient organization and work 
distribution. ‘To provide one basis for this surveillance, each activity is 
being required to maintain continuing records of all changes in the position 
structure and the reasons therefore, commencing November 1, 1959 and con- 
tinuing indefinitely thereafter. 

(7) Command implementation: First reports received indicate that all com- 
mands have commenced implementation of provisions outlined above, although 
it is still too early to ascertain results of such action. 


(c) Continued civilian personnel, manpower, and management programs 

The actions outlined reflect some of the additional and priority emphasis that 
has been given to this matter during the year. The Department’s comprehen- 
sive civilian personnel, Manpower management, and management improvement 
programs continue as the primary means for insuring the effective and efficient 
use of civilian manpower. Economy in the use of the civilian position structure 
is also being stressed in many of the continuing aspects of these programs, such 
as in the field surveys and inspections conducted by representatives from 
Headquarters, Department of the Army, and lower command levels. 


(d) Reasons for the fiscal year 1959 change in the position and grade structure 

With this background, I would like to discuss reasons for the changes that 
occurred in fiscal year 1959. As I indicated earlier they are similar to those 
outlined last year. They include: The continuing increase in complexity of 
Army missions; shift in emphasis to programs requiring higher level occupations 
and positions, establishment of additional and expanded management programs; 
continuing emphasis upon the use of civilians in order to permit the best use 
of uniformed personnel for military purposes; new and revised job evaluation 
standards, and recognition in many instances of the higher level professional, 
managerial, and technical work being performed. While devoting increased 
emphasis to more complex functions, the Department has accomplished a _ re- 
duction of over 10,000 in its total civilian employment in fiscal year 1959. These 
reductions were accomplished primarily in support missions and primarily in 
lower level functions and jobs. The decrease in lower level positions, together 
with the increasing need for employees in the professional, managerial, and 
technical operation has resulted in an increase in the average General Schedule 
grade. 

(1) Program emphasis and employment: To a large extent, the reason for the 
trend toward higher level positions can be seen from program emphasis reflected 
in increased appropriations, expenditures and personnel for priority programs. 
For example, during fiscal year 1959, there was increased emphasis in the re- 
search and development effort on guided missiles, guided missile control systems, 
satellite communication systems, advanced radar techniques, microwave re- 
search, electronic instrumentation, development of high output antennae, and 
microminiaturization. The expanded and rapidly moving research and develop- 
ment program and increasing complexity of equipment not only serve to increase 
requirements for high level personnel in the research area but change the 
character of personnel requirements throughout the entire area of logistics. 
The military construction program is one example. The design and construc- 
tion of missile facilities under increasing time compression have imposed com- 
plexities of electrical, mechanical, and structural design far in excess of the 
type of facilities designed and built in prior years. The scope and complexity 
of Corps of Engineers civil functions has also contributed substantially to the 
overall Army increase in high level positions. 

(2) Examples of activities requiring new high level positions: a. Army 
Ordnance Missile Command: 557 of the total fiscal year 1959 Army increase In 
GS-11 and above occurred in the Missile Command. At the same time, the 
Missile Command increased in total strength by 1,031, although the Ordnance 
Corps as a whole decreased by 1,408 positions. Assignment of the new Pershing 
missile, acceleration of the Nike-Zeus program and additional missile and 
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space projects on behalf of the National Aeronautics and Space Agency and 
Advanced Research Projects Agency increased requirement for new higher grade 
positions throughout the Missile Command. 

b. Institute for Exploratory Research: A new Signal Corps activity which 
required employment of 165 scientific and engineering personnel to conduct basic 
research in molecular space and outer space physics—developing communication 
and instrumentation in regard to space probes, satellites, space vehicles and 
launching equipment. 

c. Corps of Engineers: Almost all major missions of the corps are highly 
technical and many require professional engineers for their performance. During 
fiscal year 1959, the corps had in its CONUS work force 8,641 professional engi- 
neers. By June 30, 1959, this number increased to 8,956, an increase of 315. 
Since almost all engineering positions are GS-11 and above this increase in the 
Corps of Engineers professional force contributed substantially to the total Army 
increase in these levels. 

d. Reductions in officer and warrant officer spaces in CONARC: Officer and 
warrant officer space in CONARC were reduced by approximately 750 during 
fiscal year 1959. This necessitated some redistribution of higher level duties to 
civilian employees and consequent increase in grade level. 


(e) Plans for further action 

The Department plans continuing emphasis to promote maximum economy in 
the civilian position structure. Command action taken as a result of the measures 
outlined will be reviewed at Headquarters, Department of the Army, level to 
ascertain effectiveness and need for further action. Additionally, studies at the 
Army staff level will continue for the purpose of ascertaining and directing 
further appropriate action. 


WAGE BoaRD COMPENSATION PROCEDURES AND PROBLEMS 


The Department of Army wage board system was established on a department- 
wide basis in 1942. To assure the establishment of a sound system a committee 
of industrial experts in the field of industrial relations was employed to do the 
job. Their conclusion was that our needs would best be served by an approach 
that had its primary consideration the provision of internal consistency of wages 
in relation to skill required in the job and to the maximum extent possible under 
this consideration a good wage relationship with similar jobs in the private indus- 
trial community. This basic concept is still adhered to and has served us well 
for the past 17 years through two emergency periods. Some modifications of 
procedure have occurred but the basic policy remains unchanged. 

Stated simply, our basic policy is to compensate all employees equitably in 
relation to the duties and responsibilities assigned by management. In the appli- 
cation of the policy we have developed the total compensation system to provide, 
to the maximum extent possible, like pay treatment for comparable skills, higher 
rates for jobs requiring greater skill than others, and rates of pay that compare 
favorably by skill level to those paid by industrial employers in the surrounding 
community. 

Rate schedules for compensating wage board employees are based on data 
collected by surveying industrial firms in a community to determine what they 
pay for a select group of jobs. A wide range of skill levels is covered by these 
select jobs since included are jobs ranging from common laborer to tool and die- 
maker. Other jobs covered in such surveys include trades helpers, carpenters, 
painters, plumbers, electricians, machinists, machine operators, warehousemen 
and truck drivers. Surveys are conducted periodically in each labor market area 
generally at yearly intervals. 

Based on the data gathered by the wage survey, a schedule of rates by skill 
level is established to reflect the general level of rates prevailing in the com- 
munity. The schedule is made up of three-step rates for each skill level or grade 
with the second step reflecting the general level determined by survey, step one 
being 95 percent of that rate and step three 105 percent of the second rate. The 
use of three step rates has been the practice for the past year. Prior to December 
1, 1958, a fourth step computed at 110 percent of the second step rate was used. 
This practice was changed in order to keep our schedules more nearly alined 
to market rates and to bring our practices into line with other Federal agencies. 

Examples of increases that have occurred since 1955 are listed below. The 
listed localities are those in which major concentrations of wage board employees 
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are found and cover more than 30 percent of our total wage board employment 
in the Continental United States. The increases reflected occurred during the 
period July 1, 1955, to July 1, 1959. 


Cents per 
Locality hour increase} Percent of 

at labor increase 

grade 7 
New York, N.Y.-Newark, N.J 48 24 
Philadelphia, -43 22 
Boston, 43 22 


In applying the rate schedule to individual employees the following rules 
generally apply: 

(a) New employees are recruited at step 1. 

(b) Employees are advanced to step 2 after 6 months’ satisfactory service in 
step 1. 

(c) Employees are advanced to step 3 after 18 months’ satisfactory service in 
step 2. 

Prior to December 1, 1958, employees could be advanced to step 4 on individual 
merit after 1 year of service in step 3. It should also be pointed out that our 
policy permits pay saving within the limits of the top step of the appropriate 
grade level on any job downgrading action not attributable to failure on the 
employee’s part. An indication of the present distribution of employment by 
steps is shown for the representative group of localities used previously. 


Step 1 Step 2 Beyond Step 2 
Locality 
Number | Percent | Number | Percent | Number! Percent 

Anniston-Gadsden, Ala_..-.......-.------ 37 1 87 3 2, 856 6 
SRE ea 584 13 1, 063 24 2, 839 63 
San Francisco, Calif. 57 2 158 4 3,319 93 
po ree 69 3 190 8 2, 133 389 
56 4 118 8 1, 335 88 
Rook ix 118 4 295 9 2, 864 87 
Baltimore, Md_- F 43 1 112 4 2, 912 95 
oston, Mass... 4 70 3 170 7 2, 250 90 
214 7 328 ll 2, 526 82 
New York City-Newark, N.J_._.-.------- 1 146 7 2, 044 92 
53 1 156 4 3, 395 
(eee — 108 1 142 15 727 74 
, 3S 71 2 187 6 3, 029 92 
100 3 238 7 3, 011 90 
263 6 480 3, 538 80 
1, 868 4 3, 870 9 38, 778 87 


The large percentage of employment beyond step 2 is attributable in great 
measure to the tenure of employment in our wage board group, the sizeable 
reductions in force that have occurred in the type of employment during the 
past 5 years and the operation of our policy to protect pay to the maximum 
extent in downgradings. 


USE OF MILITARY PERSONNEL IN THE SUPPORTING FORCES 


During the past year, the Army has reexamined the basis for use of miiltary 
personnel in the supporting forces in performance of logistical, intelligence, 
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administrative, individual training, schooling, medical, headquarters, research 
and development, and special functions. The need for military personnel in the 
supporting forces has been determined to be valid to: 

(a) Maintain a peacetime foreign service replacement based on a mobiliza- 
tion posture of uniformed personnel with the diverse skills required to perform 
the support missions; 

(0) Provide on-the-job training in skills required in foreign and mobilization 
assignments which cannot be filled by civilian personnel ; 

(c) Provide experience gained only in military assignments and to qualify 
ee personnel to maintain new material resulting from technological 
advances. 

As of June 30, 1959, only 17 percent of the personnel occupying positions in 
the supporting forces were military. The Army has continuously reduced the 
percentage of its total military personnel which are used in the support area. 
Also, the proportion of these supporting forces which are military has been 
reduced. This has been accomplished without significant change in support 
missions and despite reductions in civilian authorizations, such as those directed 
or caused by fund limitations. Since the bulk of the civilian work force is in 
the table of distribution support area, the major part of civilian personnel 
reductions must be absorbed in this area. Without significant reduction in mis- 
sions, continued decreases in civilian personnel in the supporting forces limit the 
potential for reducing the use of military personnel. 

Army policy provides that within personnel ceilings and fund limitations, 
civilian personnel will be utilized to the maximum extent practicable in positions 
which do not require military incumbents for reasons of law, training, security, 
discipline, rotation or combat readiness: which do not require a military back- 
ground for successful performance of the duties involved, and which do not 
entail unusual hours not normally associated or compatible with civilian em- 
ployment. As published policy, the primary consideration in delineating posi- 
tions as military or civilian is the successful execution of military support 
missions. 

Examples of the Army’s concerted efforts to apply the policies providing for 
maximum use of civilian personnel in the supporting forces are :— 

(a) Guidance for delineation of management level positions in tables of 
distribution support units is provided to Army field commanders through 
publication of staffing guidance. Staffing guides for nine Army activities 
now include such specific guidance. All guides now in preparation or to 
be completed in the future will include this guidance. 

(b) In the logistics area which utilizes most of the civilian personnel 
each installation commander has been directed to establish a staffing pat- 
tern indicating those positions which will be military or civilian. Man- 
power survey teams are required to check to assure filling of positions in 
accordance with approved staffing patterns. The application of this policy 
and procedure is exemplified by the limited use of military personnel in 
repairs and utilities functions. Less than 4 percent of the personnel used 
in the repairs and utilities functional area are military. 

In foreign areas the Army has pursued a policy of employing foreign na- 
tionals to the maximum extent practicable in support of U.S. Army forces. 
Over a period of years, this has reduced the requirements for military personnel 
overseas with consequent decreased requirements for military as a replacement 
base in the continental United States. 


CONTRACTING 


(a) Contractual arrangements: The Department of the Army has reappraised 
its policies relating to contracting for services where the contractor is primarily 
responsible for furnishing labor and is in the process of revising and publishing 
several Army directives on the general subject. One such directive issued in 
June 1959 governs the execution of contracts which involves reductions in force 
of civil service personnel. It provides definite criteria which must be met and 
provides a positive procedure to be followed in obtaining approval for such 
contracts. The directive provides that commanders and their contracting officer 
will be governed by the following policy criteria : 

(1) No contract will be entered into with any firm or individual whose primary 
character is that of a labor broker for securing labor to perform a function being 
performed by civilian employees. In order to be acceptable, a contractual ar- 
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rangement must provide for furnishing a complete service to the Department, 
including supervision of performance. 

(2) A function performed by direct-hire civilian employees of the Department 
will not be contracted for where the sole or primary purpose is to avoid the 
impact of reduced civilian manpower authorizations. 

(3) Proposed contractual arrangements must demonstrate that substantial 
economies will be realized in dollar costs. 

In addition, approval of Headquarters, Department of the Army, will be secured 
prior to the initiation of any formal procurement action, including issuance of 
invitations for bids or requests for proposals, which would adversely affect the 
employment status of civilian employees of the Department. 

In the following paragraphs, information is furnished on the Department of 
the Army policy with respect to contracting for custodial, training, management, 
and service functions, followed by information on the use of contract technicians, 
the control exercised over contractor expense items, and the manner in which 
defense contractor work is inspected. : 

(b) Custodial contracts: Custodial services are obtained by contract only in 
specific instances where a clear justification is made that such services will be 
in the best interest of the Government when compared with direct-hire operations 
and after full consideration of the cost and personnel implications involved. The 
following are representative of the custodial services performed under contract: 
janitorial services, window washing, and grounds maintenance. 

Contracting for custodial services at Army installations has increased during 
the past 2 years. The increase is attributable in part to the availability of quali- 
fied contractors and their ability to perform more economically than direct-hire 
operations. In addition, custodial contracts have been approved for many newly 
constructed armories at U.S. Army Reserve Training Centers where custodial 
services do not call for full-time employment or where additional manpower 
spaces have not been planned to provide inhouse custodial service. 

(c) Training contracts: Contracting-out for training of military and civilian 
personnel of the Department of the Army is not resorted to for the development 
of skills or knowledge that can be attained through established inhouse resources 
including the facilities of Army service schools (such as the Ordnance Guided 
Missile School, the Signal School, the U.S. Army Management School and the 
U.S. Army Finance School). 

During fiscal year 1959, civilian employees received 457,822 man-courses of in- 
house training. By comparison, 7,380 employees received training under con- 
tractual arrangements of which 73 percent, or 5,373 employees, received training 
in scientific and engineering subjects. Contract training also is provided to 
selected military personnel to meet the Army’s requirements for officers who are 
fully qualified in their military skills but who also have sufficient advanced 
training in normally civilian specialties to recognize and cope with problems 
related to their military duties. Such requirements have developed as the result 
of increased emphasis on improved business management systems and the neces- 
sity to have a capability for working with civilian scientists, translating military 
requirements into scientific terms, and directing research and development in 
military fields. For example, there are a total of 440 officers currently pursuing 
scientific and engineering courses of 20 weeks or longer duration at civilian edu- 
cational institutions. An enlisted civil schooling program is also in effect which 
permits study in various fields to meet job requirements. Individuals may be 
sent to civilian schooling up to 2 years during any one enlistment on the basis of 
a prior agreement to a 2-for-1 return in obligated service for each year of training 
received. Currently there are 283 enlisted personnel in this program—255 of 
whom are studying physical sciences. 

Functional training, through a manufacturer’s factory service school, is also 
secured under contractual arrangements to develop greater skill and knowledge 
of selected personnel responsible for inspection, maintenance, and operation of 
major military items of complex design produced by the manufacturer. This 
type of training may be illustrated by contracts in effect for missile instruc- 
tional services, and complex electronics equipment and systems. In addition the 
Army contracts for the training of pilots in fixed-wing and rotary-wing (heli- 
copter) flying, and ROTC and instrument flight services. 

There has not been any material increase in the use of this tool during the 
past 2 years. 

(d) Management contracts: The Department of the Army does not have any 
contracts requiring managerial control or technical direction by a contractor 
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over other defense prime contractors, or which vest in the contractor the use of 
discretionary authority required to be exercised by an official of the Government. 

(e) Contracts for service functions: The Department of the Army has various 
missions which can be accomplished more effectively, either in whole or in part, 
by commercial firms, which do not require inhouse capability and which to some 
extent would represent competition between industry and Government if per- 
formance was accomplished by direct-hire employees of the Army. The following 
are representative of the types of services acquired through contractual arrange- 
ments: refuse collection and disposal, disposal of solvents, maintenance of office 
machines and equipment, elevator maintenance, microfilming, shell loading, 
packing and crating of household effects, care of remains, school bus transporta- 
tion, repair of radio controlled aerial targets, maintenance of aircraft, and insect 
and rodent control. 

Contracts for management surveys and engineering studies are utilized in those 
situations where the facilities of the Department of the Army are not adequate 
for the performance of the work or when an independent viewpoint is determined 
to be necessary in the result to be attained. Responsibility for review and ap- 
proval of such contracts has been and will continue to be at the secretarial level. 
Three such contracts are currently in effect. 

The Secretary of the Army is authorized by law (sec. 601, Public Law 86-166 
and 5 U.S.C. 55a) to secure temporary or intermittent service of experts or con- 
sultants by contract when he considers it advantageous to the national defense, 
and if, in his opinion, existing facilities are inadequate. Such contracts are ap- 
proved at the level of the Assistant Secretary of the Army, except for those in- 
volving personal services of alien scientists, experts and consultants in desig- 
nated fields who perform outside the CONUS, and those pertaining to services 
of actors, narrators, and stenographic reporting services in designated activities. 
Authority for awarding contracts in these excepted categories is delegated but 
requires the same determination as to adequacy of Army facilities and ad- 
vantage to the national defense. 

(f) Use of contract technicians: A contract technician is an employee of a 
manufacturing, engineering, or consulting commercial or industrial organiza- 
tion obtained by the Government on a non-personal-service contract basis to pro- 
vide maintenance and engineering services as a working adviser on the installa- 
tion, operation, and maintenance of equipment (not necessarily the product of 
any one manufacturer) used or supported by the Department of the Army. 

Contract technicians are used in the support of regular Army activities and in 
the support of the military assistance program. Their use ‘is mainly restricted 
to maintenance training, and operational problems encountered with complex 
equipment that cannot be promptly and properly overcome by talents within the 
using forces. Department of the Army regulation (AR 750-22) prohibits the use 
of such personnel (a) in the administration or supervision of military procure- 
ment activities and (b) in any supervisory positions over personnel in the 
employ of the U.S. Government or other competitive personnel in the employ 
of a firm other than his own. 

The rapid technological advances in weapons and military equipment have 
resulted in pressing needs for personnel who possess the necessary skills in the 
operation and maintenance of the complex items. The Technical Services of the 
Army do not possess the in-house skills to the extent necessary for effective ac- 
complishment of urgent training, operation, and maintenance activities. The 
use of contract technicians is primarily employed during the initial stages of the 
introduction of new weapons or equipment into the Army or to train local na- 
tional personnel of foreign countries in the establishment of shop facilities and 
in the development training programs that cover all phases of maintenance and 
operation of such facilities, as well as complex systems and military weapons 
and equipment, furnished under the military assistance program. 

Contract technicians are used in such occupational areas as engineering 
(radio, radar, aircraft, wire communication, railway, and production), instruc- 
tion, maintenance, electric power generation, liquid oxygen uses, construction 
equipment operation, and plant operation (production). 

(g) Control of contractor expense item: The control of defense contractor's 
expense items such as salaries, recruiting costs, training, and other contractor 
employee fringe benefits is effected by the following means: 

(1) During the negotiation of a new contract, whether cost-type or fixed- 
price type, the contracting officer through his negotiating team closely scrutinizes 
the contractor’s proposal to determine the allowability of specific costs and the 
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overall reasonableness thereof. Included in such costs are those for salaries, 
recruiting, training, and other employee fringe benefits. 

(2) Uniform treatment in the allowance of contract costs is provided for 
through the cost principles and procedures in section XV of the Armed Services 
Procurement Regulation. As a general rule wage and salary rates are com- 
pared for reasonableness with rates paid for similar jobs or positions in forms 
of like status and within the general area from which the contractor must look 
to for manual, technical, and administrative employees. As a further control, 
the contracting officer may obtain biographical sketches of persons holding key 
or highly paid positions to determine the ability of the employee and the poten- 
tial value of his contribution to the contract on the basis of the compensation 
to be paid. 

(3) Under the cost-type contract the contractor periodically submits vouchers 
for reimbursement of sums paid in the performance of the contract. These 
vouchers are audited in detail by a Government auditor and any costs not con- 
sidered reimbursable under the terms of the contract (which includes the cost 
principles and procedures), or which appear to be excessive, unreasonable, or 
not allocable to the contract, are referred to the contracting officer for determi- 
nation as allowability. : 

(4) When the contract is entered into after formal advertising there is no 
opportunity to review the reasonableness of individual items of cost. In such 
instances full reliance must be placed in the leveling effect of competition. 

(h) Inspection of defense contractor work: Department of Defense policies 
establish that contractors are responsible for: (1) adequate control of quality ; 
(2) performance of examination and tests set forth in specifications; and 
(3) maintenance of records in operation of control of quality. 

The Department of the Army has implemented these DOD policies on in- 
spection and quality control with significant gains in economy. During calendar 
year 1958, implementation of Army policies regarding complex weapons and 
weapon systems was satisfactorily accomplished under 75 major contracts. 
This program utilized an Army developed specification (now converted to a 
DOD publication) prescribing quality control systems for contractors. This 
program has resulted in higher quality and reliability. 

In addition to this program for contractors’ quality control for complex 
weapons and weapon systems, the Department of the Army is applying the 
same concept to other items which are simpler in nature and for which definitive 
specifications and quality assurance procedures can be established. During 
calendar year 1958, this latter program has been successful in establishing ade- 
quate contractor quality control systems on a voluntary basis in better than 
650 manufacturing plants. 

When the contractor’s quality history indicates that his system warrants such 
action, the amount of inspection by Army inspectors is reduced. This reduced 
inspection by Army will be consistent with proper assurance that supplies and 
services accepted conform to the quality requirements established by the pro- 
curement documents. 

Positive plans have been developed and are being actively followed to convert 
the entire Army system so that acceptance inspection and quality control will 
utilize the concept of contractors’ responsibility for quality control and proving 
the adequacy of the equipment they supply. The role of Army inspectors will 
be one of verifying the effectiveness of contractors’ operations, and making 
acceptance decisions. 

Previous testimony before this committee has suggested that (1) the inspec- 
tion activities of the military are being transferred to contract operations and 
(2) that contractor personnel are accomplishing acceptance of product for the 
government. 

Considering the latter point first, the Army is aware of the Comptroller Gen- 
eral’s decision to the effect that the act of acceptance for the Government “can 
be accomplished properly only by persons responsible to the Government and 
acting under Government supervision.” The Army is not aware of any instance 
wherein final acceptance is being made in violation of this policy. 

Considering next the first point above, there has been an overall reduction 
in Army inspection personnel in recent years. However, this reduction has 
been the result of implementation of DOD policies and has not been the result of 
transfer of Government inspection responsibilities to contractors. The DOD 
policies are published in DOD instructions and are implemented by Army Regu- 
lations (AR 715-20). 


98 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


As a result of review of the records of previous hearings I shall discuss only 
those subjects not already mentioned. 

(a) Requirement of Public Law 85-872, the question as to how we are 
able to meet the requirements of this law which provide that wage schedules 
become effective within 45 days of the order for a wage survey? 

(bv) Utilization of manpower in financial management functions. 


REQUIREMENTS OF PUBLIC LAW 85-872 


During last year’s hearings, this subcommittee was furnished information as 
to steps which had been taken by the Department to speed up the wage survey 
process in order to meet the congressional mandate for more timely application 
of new rate schedules for wage board employees. In summary, the revised 
procedures provided for (a) reducing the time spent in preparing for the sur- 
vey, (b) greater use of wage-change surveys, and (c) control of the time spent 
on each phase of the survey process to assure that excessive time is not spent 
in the preparatory phase and that new schedules do not require retroactive 
application. 

During the period from September 1, 1958, through October 31, 1959, the Army- 
Air Force Wage Board conducted or participated in 154 wage surveys. The 
average length of time spent in the preparatory phase was 19 working days. 
Under the former system the average length of time spent in getting the pre- 
paratory work done was 6 weeks, or 11 working days longer than under the 
revised system. In addition, in every instance the revised pay schedules were 
made prospectively effective. In other words, there was no instance where the 
Department was required to install new schedules retroactively in order to com- 
ply with the requirements of Public Law 85-872 that the revised pay schedule 
be made effective no later than 45 working days after the survey was ordered. 
On the basis of the 154 surveys just completed, an average of 40.5 days elapsed 
between the date of the survey order and the effective data of the new schedule. 
The Department has therefore been able to meet the mandate of Congress for 
speedier action in the matter of wage fixing and at the same time has main- 
tained a quality program. 


UTILIZATION OF MANPOWER IN FINANCIAL MANAGEMENT FUNCTIONS 


In House Report 2512, dated August 7, 1958, your subcommittee reported upon 
its “Study of Manpower Utilization in Financial Management Functions in the 
Federal Government.” Included in that report were statistics resulting from a 
comparative sampling of the financial management activities at all levels in 
the military services. This sampling reflected increased use of manpower in 
all activities of the Army which were considered, with the exception of a 
regional Army audit agency office. 

Since the report was the subject of discussion and questions addressed to 
Under Secretary of the Army Milton during your hearings in 1957 and 1958, 
we are studying the use of personnel in the Army’s financial management 
functions. 

Implementation of the provisions for financial management, as contained in 
title IV, Public Law 216 and subsequent legislation affecting financial manage- 
ment has required some increases in manpower for this function. Previously 
the financial management area had been associated almost exclusively with 
obligation and expenditure of funds. While the budget and accounting systems 
then prescribed were adequate for compliance with legal requirements, they 
failed to develop significant program costs and dollar controls essential to 
management. The improvements implemented have been designed to remedy 
these inadequacies. Where new areas of accounting and reporting were intro- 
duced additional workload was involved. 

The Army has recognized that some of the increased manpower effort repre- 
sented duplication of effort and misinterpretation of requirements. This was 
to be expected during a period of change when old and new methods overlap 
until the new methods are firmly established. 

The Army established requirements in some areas which were subsequently 
found to be nonessential and nonproductive in terms of manpower effort. This 
use of manpower has been the subject of intensive review and corrective action. 
In summary, the Army shares the concern over increased manpower require- 
ments in this area and will continue to monitor the financial management 
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area, as well as other areas, to assure that all manpower is devoted to essential 
productive effort. 

The last general subject area which I shall discuss concerns the following 
matters of mutual interest to the subcommittee and the Army and those sig- 
nificant improvements in use and management of personnel which have not 
been mentioned previously in this statement: 

a. Checks upon use of personnel 
b. Dual staffing 


CHECKS UPON THE USE OF PERSONNEL 


The procedures for checking on the controls of manpower and utilization of 
manpower in the Army are of continuous concern to the Army Staff. The pro- 
cedures which we now use for checking include the following: 

(a) Inspections and visits. As an example, under the title of inspections, 
the Inspector General of the Army at the Department of the Army level and at 
all command echelons below that level in the major commands, has specific 
guidance on areas of emphasis upon which it has been determined there would 
be checks made to determine whether or not manpower is being malutilized. 
The same thing is done in the personnel management area to determine whether 
malutilization or malassignment has occured. These areas are pointed up in 
published documents as areas to receive emphasis, and the Inspector General 
reports back to them. However, in the Army, the Inspectors’ General involve- 
ment is not necessarily the primary element. We do not look to the Inspectors 
General alone te make a determination whether or not manpower is being 
properly utilized. We have other procedures. 

(b) Reports of the manpower used related to the workload performed in 
specific functions in the supporting forces are evaluated as a part of the process 
of determining manpower requirements. By comparison with criteria estab- 
lished by long experience in performance of these functions, the Army Staff 
appraises the requirements for manpower and provides a double check upon 
the use or intended use of personnel. 

(c) A third check is by manpower utilization surveys. These periodic onsite 
evaluations provide a means for establishing manpower requirements and ap- 
praising utilization. They provide an objective review of missions, organiza- 
tional structure, available facilities and workload, and an exchange of expe- 
rience in improved use of manpower between installations. The Army Staff 
conducts a systematic review of the survey forms for accuracy, completeness 
and standardization, and a detailed review of the activity’s utilization of per- 
sonnel. The review is an additional means of insuring that proper manpower 
practices are followed. It has resulted in certain activities being resurveyed 
where there appeared to be variances from accepted policies. The Army Staff 
activity monitors the manpower activities throughout the Army and improve- 
ments are being noted. 

(ad) A fourth procedure for checking on manpower utilization is the system- 
atie periodic review of documents which reflect the authorized and programed 
use of personnel. By approval and recurring review of these personnel tables 
of organization and distribution, the Army Staff and major commanders identify 
deviations from established staffing criteria and direct correction to improve 
the use of personnel. The reviews involve close scrutiny of the numbers, grades, 
and skills required. Increased emphasis has been placed upon these reviews 
during the past year. Favorable results are being obtained from these reviews. 

(e) A fifth check is through personnel management surveys. In these surveys 
evaluation is made of compliance with policies, programs, and standards of the 
Army and external control agencies. As needed, corrective action is directed. 
The personnel management survey also serves to keep the Secretary of the 
Army and the Chief of Staff informed of the status of civilian personnel man- 
agement throughout the Army and provides a basis for further program 
planning. 

(f) A sixth and most important check upon the use of personnel is command 
supervision at all levels. Through publications and personal emphasis in con- 
ferences and during visits to Army commands great emphasis is being given to 
using the minimum number of the right kinds of personnel in all functions. 
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DUAL STAFFING 


As has been reported to you in previous hearings, the Army recognizes that 
the potential for dual staffing or duplication of effort warrants establishment of 
a firm policy and procedures for detection and correction of such malutilization. 
As included in a published regulation the Army policy is to establish a single, 
identifiable line of command authority and responsibility and avoid duplicate 
staffing of supervisory positions. The directive provides that the number of 
supervisory positions will be determined solely by the workload requirements. 

Cognizant that a published policy may not be uniformly implemented, the 
Army has charged its manpower survey teams and those responsible for control 
functions at all levels of command to employ several procedures to, among other 
purposes, identify and correct instances of dual staffing. To determine the 
effectiveness of our procedures and to gather examples of the trend of dual 
staffing we have reviewed 82 manpower surveys. The representative surveys 
confirm that commanders are attentive to precluding or identifying and cor- 
recting dual staffing. As reflected in the review the incidence of dual staffing is 
infrequent. The reviews revealed 18 instances of dual staffing in which some 


combination of military and/or civilian personnel were performing duplicate 
functions. 


Mr. Chairman, this concludes the discussion of specific subjects. In the year 
since your hearings in December 1958, the Army has again reviewed its man- 
power policies and has found these to be basically sound. Continuous emphasis 
has been placed upon these policies and their application throughout the Army. 
It is recognized that in all large widespread organizations, instances of mal- 
utilization of personnel do occur. For this reason we place emphasis on checks 
upon manpower policies and the utilization of personnel. These checks are 
provided by inspections, evaluation of reports, conduct and review of manpower 
surveys, personnel management surveys, systematic review of tables of organiza- 
tion and distribution, and most important of all—command supervision at all 
levels. Based upon all available information gained through these checks, we 
find instances of malutilization of manpower to be infrequent. When instances 
of misuse of manpower have been revealed we have initiated prompt action to 


correct both the specific malutilization and the conditions which have caused it, 
where applicable. 


You are assured that the Army appreciates your continuing interest in assist- 
ing us to do better with the limited manpower available. Our purpose today 
has been to reciprocate by a full report of the current status of our problem and 
the progress of efforts to improve the utilization and management of personnel. 

Mr. Suort. First, I would like to discuss those subjects which were 
listed in your letter to Secretary Brucker of October 22 announcing 
these hearings. These subjects may be grouped under four headings 
as follows: 

(a) Civilian employment trends, that is— 

(1) Past, prnets and projected civilian employment. 

(2) Use of civilian employees overseas. 

(6) Civilian personnel management policies and problems, in- 
cluding— 

(1) Changes in classified grade structure. 

(2) Wage Board compensation procedures and problems. 

(c) Use of military personnel in the supporting forces. 
(d) Contracting, including— 

(1) Contracting out training, custodial, management, and 
service functions. 

(2) Use of contract technicians. 

(3) Control of contractor’s work. 

(4) Inspection of contractor work, and the subject that you 
have suggested and the way you broke it down, Mr. Chairman, 
shows a very comprehensive, thorough, and intimate knowledge 
of the manpower problem that confronts us all. 
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Let’s look at civilian employment trends. Both civilian and mili- 
tary employment of the Department of the Army have declined 
during each of the last 2 years. A comparison reveals that civilian 
strength has declined from approximately 419,000 on September 
30, 1957, to 401,000 on a comparable basis on September 30, 1959, or 
about 414 percent. During the same period military strength de- 
clined from 980,250 to 867,437, about 12 percent. Shortages of funds 
for pay of personnel and the 2 percent reduction in Federal employ- 
ment directed by the President were two main reasons for this very 
significant decline in civilian strength. 

The Department of the Army continues to stress the use of attrition 
to the fullest practicable extent as a means of reaching reduced 
employment levels. However, this means is not always fully effective 
in the face of mission changes, and, if used to excess, may produce 
imbalances in the occupational distribution of the civilian work force. 

Of the net reduction of over 14,000 between September 30, 1958, 
and September 30, 1959, about 42 percent were accomplished by 
attrition and 58 percent were involuntary reductions. 

Implementation of reductions in fiscal year 1960: The 1 percent 
reduction in operation and maintenance employment, which was di- 
rected in the hearings on the annual appropriation act, is now being 
implemented. The Bureau of the Budget has informed the Depart- 
ment of Defense that again in fiscal year 1960 the President desires 
a reduction of at least 2 percent in employment that can reasonably 
be financed from this year’s appropriations, 

Mr. Davis. Do you mind questions being asked as you proceed ? 

Mr. Suort. No, sir. 

Mr. Davis. Referring then, Mr. Secretary, to the figures you gave 
us about the number reduced through attrition and the number 
through involuntary separations, these involuntary separations or 
reductions in force, was that unexpected, or was it known consider- 
ably in advance that those reductions would be made? 

Mr. Snort. In some cases we had knowledge in advance, but some 
of the decisions were made rather quickly due to the lack of funds 
or ceilings that were imposed upon the different departments, either 
from the Department of Defense or Bureau of the Budget. 

Mr. Davis. I was asking that question because the reason is it is 
much less a blow, of course, to everyone involved to have a reduction 
through the process of attrition, and if these things are known pretty 
well in advance I was wondering if it would be possible for more of 
these separations to be accomplished in that. way. 

Mr. Suorr. There is no doubt about it, Mr. Chairman. Of course 
the longer the period of time, the better you can cushion the shock. 
It is a terrific impact on the economy of any city, or locality, or com- 
munity when you close a large installation or where you are forced 
to RIF all at one time a sizable number of people, but the policy of 
the Army has always been, when we are forced either by reductions 
in numbers or by budgetary limitations to close certain installations 
or to phase down or out, to do it gradually over as long a period of 
time as possible, and to do it by attrition wherever possible without 
having to fire any one, and even when certain people are separated 
from the service, the Army puts forth its best efforts to see that those 
people secure employment. in other branches of the Government, and 
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if it can’t be found there, of course, to try to find them employment in 
private industry. 

Mr. Davis. I am certainly glad that that is the view and the atti- 
tude of your Department. 

Mr. Suorr. Yes, sir. 

Mr. Jonansen. Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. JoHansen. One point, Mr. Secretary, that we have attempted 
to clarify in all of the testimony is the actual number of reductions 
in existing jobs as distinguished from the reductions in the total 
employment that would have been possible under the available funds. 
Am I correct in my understanding that the 14,000 you referred to rep- 
resents actual reductions in existing personnel ? 

Mr. Suort. Yes, sir; from those on board. 

Mr. JoHANSEN. From those on board ? 

Mr. Suorr. That is right. 

Mr. Jonansen. I would like also to have a little clearer understand- 
ing of the distinction between the 22,674 figure and the 14,000. This 
sentence that “A significant portion of this reduction is attributable 
to dropping of personnel accountability for a classified agency,” I am 
not sure I understand. 

Is that the distinction between the reduction in the number that 
could have been employed under available funds, or what is the 
distinction between that two figures? 

Mr. SHorr. You will find on page 3 of the long statement an ex- 
lanation under (c). “Decline of employment September 1958- 
eptember 1959: The total reduction in Army civilian employment 

for the 12 month period ending September 30, 1959, was 22,674. A 
significant portion of this reduction is attributable to dropping of 
personnel accountability for a classified agency.” 

Mr. JoHansen. In other words, it was a transfer ? 

Mr. Suorr. It was an agency transfer. 

Mr. JonHansen. It was a transfer? 

Mr. Snort. That’s right. That clears it up? 

Mr. JOHANSEN. Yes, sir. 

Mr. Snort. The actual decline in employment exceeds, however, 
14,000. 

r. JOHANSEN. Do you have any figure as to the additional paper 
reduction by reason of this 2 percent applied to the total number that 
could have bee hired under appropriated funds? Were there some 
over the 14,000 who under the fiscal 1960 appropriation, could have 
been employed ? 

Mr. Snort. No, I don’t think so, and of the net reduction in the 
civilian strength of over 14,000, involuntary reductions accounted for 
8,133. 

"Mr. JoraNseEN. My point, Mr. Chairman, is I think that the Army 
evidently had a much tighter appropriation so that there was not the 
paper reduction. The reductions were evidently real and actual 

uctions. 

Mr. Sort. Actually from those on board. 

Mr. JowansEn. I stress that point because in respect to certain 
other agencies our problem has arisen from the fact that they appar- 
ently sold the Congress on appropriating money to hire still more 
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ema whereas evidently the Army appropriation was a bona fide, 
own to the bone appropriation. 

Mr. Suorr. I can geen say to you, sir, that the Army strives 
to keep it as close and as tight as possible, but had we known that 
there would be all the RIF’s or reductions we had, we perhaps could 
have been a little lower in our request for appropriation. I want to 
be perfectly honest and fair with this committee. 

Mr. JoHANsEN. I am tempted to say, and I expect no comment from 
the witness, that with respect to some other agencies I hope they will 
go and do likewise. 

Mr. Suorr. Thank you. 

The 1-percent congressional reduction has been incorporated within 
the overal] 2-percent Presidential reduction. 

In any large-scale reprograming action, some reductions in force 
are necessary, since attrition does not always occur in those activities 
it is desired to reduce. Any reductions in force which are necessary 
will be programed over as long a period as personnel ceilings and 
funds will permit. 

In connection with the effort to more efficiently utilize the reduced 
civilian work force, the Army continues to redistribute civilian man- 
power in consonance with changes in workload and priority of mis- 
sions. This will involve the continued deferment of some missions 
and workload, such as maintenance, rebuild, and care and preserva- 
tion of equipment and supplies in storage. 

F is omitted here. You will find it in the longer statement. 

I know that you are concerned, Mr. Chairman, about what happens 
to functions manned by civilian employees when employment drops. 
Whenever possible reductions in civilian employment are implemented 
in activities in which functions are being eliminated or reduced. 
Without significant changes in missions it is not possible to apply 
many reductions in this manner, for, as you know, a commander 
charged with a mission must find a way to accomplish that mission. 
Often priorities must be established to enable deferment of the least 
essential tasks or, in extreme instances, military personnel must as- 
sume the workload, particularly if it is a vital mission or function 
to perform. 

It should not be inferred, though, sir, that the present level of 
civilian employment is sufficient to accomplish all missions at maxi- 
mum efficiency. 

A direct. effect of the present shortage of civilian employees has 
been the deferment of performance of some essential tasks and the 
use of military manpower to perform those important tasks which 
cannot be deferred. 

Mr. Davis. Would it be possible for you to say to what degree the 
Army has put military personnel on jobs formerly held by civilians? 

Mr. Snort. I would say in the overall picture it is rather small 
and insignificant, but we were forced—was it down at Bragg or 
Benning ?—to put some military men on the fire engines because we 
didn’t have money to pay civilian personnel, and if there is one job 
that could be performed well by a civilian it is a firefighter’s job and 
it is too bad when a commander is so limited by either ceilings or by 
budgetary limitations, when he has neither the men nor the money, 
that he is forced to take a man in uniform to man a fire engine. 
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That’s a pretty important function of course to perform. 

Mr. Davis. I had some of those displaced firemen from Fort Ben- 
ning come to see me about that. That is not in my district. It is in 
Congressman Forrester’s district. 

Mr. Suorr. It is the good old State of Georgia, though. 

Mr. Davis. However, because of my membership on this committee 
some of them came to see me about it and, of course, it was quite a 
hardship to the man who was discharged. 

Mr. Suort. It certainly is. 

Mr. Davis. Is that working out all right ? 

Mr. Snort. That is just a temporary situation. 

Mr. Davis. Do you think those who formerly held positions may 
be placed back in them ? 

Mr. Suort. We certainly hope so. 

Mr. Davis. Thank you, sir. 

Mr. Snort. U.S. citizens employed in foreign areas: 

This is an interesting aspect of our manpower problem and one 
which I am sure that members of this committee and many other people 
in this room have seen firsthand in traveling abroad. In your letter 
of August 24 to the Assistant Secretary of Defense for Manpower and 
Reserve you requested information on a number of subjects involving 
employment of U.S. citizens in foreign areas. 

The Army’s reply was provided through the Assistant Secretary of 
Defense and it showed that U.S. citizen personnel represent approxi- 
mately 6.1 percent of the total number of employees who furnish sup- 
port to the Army in accomplishing its mission abroad. 

It is the Department’s objective to utilize locally available person- 
nel to the fullest particable extent in staffing its oversea positions. 
However, in some cases, it is necessary to recruit personnel from the 
United States to fill professional, technical, and key administrative 
positions as well as those which require occupancy by U.S. citizens for 
reasons of security. 

Tn 1956, the Department inaugurated an interchange program which 
provides for the filling of these important oversea positions by reas- 
signment. of experienced career employees from Army activities in the 
United States. 

Upon satisfactory completion of their oversea tours, the Department 
endeavors to locate suitable positions for qualified employees who de- 
sire to continue their careers with the Army. 

While the Department is pleased with the progress it has made un- 
der its interchange program, we believe that further progress would 
be possible if legislation were enacted granting statutory reemploy- 
ment rights to employees who satisfactorily complete oversea assign- 
ments. Such a legislative proposal was submitted to the Congress by 
the Denartment of Defense on February 10, 1959, early last year. 

Mr. Davis. Are we to understand that legislation is necessary for 
the Army to guarantee a job to a career civilian employee when he 
returns home? 

Mr. Snort. It is like a lot of other things, Judge, or Mr. Chairman: 
it is perhaps not absolutely necessary. but it is desirable to have the 
statutory authority. It certainly would make certain and clear that 
the intent of Congress is for these people to be reemploved when thev 
are brought back from oversea service. 
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Mr. Davis. Do you feel that some legislation then would clarify 
the situation ? 

Mr. Suort. I think it would and strengthen the hands of the ad- 
ministrators too. 

It is something I am surprised that the Committee on Armed Serv- 
ices, or your committee, or the Committee on Government Operations 
hasn’t reported or acted on. 

a Was a bill drawn and presented, or was just a suggestion 
made 

Mr. Snort. It was sent over by the Department of Defense last 
February. 

Mr. Davis. To the Armed Services Committee ? 

Mr. Snorr. I don’t know to which committee the Speaker assigned 
it, but the Department of the Army recommends that early consid- 
oem be given to that proposal during this 2d session of the 86th 

ongress. 

oe. bare. We will make a note of it and run it down. 

Mr. Suorr. Yes. I don’t know what committee the Speaker assigns 
it to. 

Changes in the classified grade structure. Fiscal 1959 change in 
classified grade structure: 

The trend toward higher level civilian positions in Army continued 
during fiscal year 1959, although the increase in numbers of positions 
in GS-11 to GS-15 was about 25 percent less than during the previous 
fiscal year, 1958. Last year Mr. Milton appeared before your com- 
—_— and discussed the reasons for these increases in considerable 

etail. 

The increases are attributable to many of the same reasons this year. 
While the general trend is considered necessary and warranted, as 
Mr. Milton indicated last year, we, nevertheless, recognize the im- 
portance and necessity of continuing surveillance and positive action 
to insure that the civilian position and grade structure promotes maxi- 
mum economy and efficiency of total operation. This is very im- 
portant to the Army in view of limited resources for accomplishin 
essential and priority programs. For this reason, we have sane 
considerable emphasis on this matter during the past year. 

I would like to discuss some of the actions we have taken which 
were suggested, and prompted at least, by the hearings last year and 
by members of your subcommittee, Mr. Chairman. 

Mr. Jonansen. Mr. Chairman, at this point I would like to make 
the observation that it is somewhat startling and certainly refreshing 
to at least find an increase that is less than the previous year. I com- 
mend the Department on that. 

Mr. Snort. I get your point. The Secretary’s Advisory Committee 
is a group of civilians. The changing GS grade structure was the 
subject for consideration by the Secretary of the Army’s Advisory 
Committee on Personnel Ginummuns in December 1958. 

They also met with us only recently, 2 or 3 weeks ago. This com- 
mittee is comprised of executive personnel from major industrial 
concerns who voluntarily advise the Secretary of the Army on mat- 
ters of personnel management based on their vast experience with 
industrial relations matters in industry. After review, the committee 
concluded that the general upward position and grade trend in the 
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Army appeared warranted by program and mission (indicating that 
there is also a general upward trend in industry), but recommended 
continued emphasis and review to insure control of the situation. 

Second, the Army Policy Council: In March 1959, the Army Policy 
Council was briefed on (a) results of an intensive Army-wide civilian 
job trend analysis and (b) findings and recommendations resulting 
from the December 1958 Advisory Committee meeting. The Army 
Policy Council is comprised of top Army management, including the 
Secretary, Undersecretary, Assistant Secretaries, Chief of Staff, 
Deputy Chiefs of Staff, Chief Research and Development, and Comp- 
troller of the Army, and we meet every Wednesday morning at 8:30. 

Third, the Secretary’s memoranda: The Army Policy Council 
briefing was followed by written memoranda from the Secretary to 
the Assistant Secretaries and the Chief of Staff. These memoranda 
outlined the Secretary’s concern in insuring an ecomonical position 
structure, requested full cooperation in insuring the most efficient use 
of high level positions, and suggested the development of a positive 
Army-wide plan for promoting maximum economy in the position 
structure, consistent with program needs and good personnel manage- 
ment practices. 

Fourth, the area for priority emphasis in fiscal year 1960 civilian 
personnel management program: In May 1959, the establishment of 
the most efficient and economical position structure was published 
throughout the Army as an area for priority and special emphasis 
during fiscal year 1960. 

Fifth. Army-wide and command conferences: This subject has 
been incliided on the agenda, and as the primary topic on inany of a 
number of top-level conferences and meetings during the past year, 
including the Army Commander’s Conference, the World Wide 
Civilian Personnel Officer’s Conference, and many command confer- 
ences such as those of Ordnance and Transportation Corps. 

Sixth, additional Chief of Staff and Deputy Chief of Staff for Per- 
sonnel Action: The Chief of Staff in writing directed all major com- 
manders, and I know not only General Taylor, but General Lemnitzer 
is very much interested in this and both of these Chiefs of Staff in 
writing have directed all major commanders to: 

(1) Conduct intensive self-analysis of trends that have occurred in 
the position structure over the past several years to insure that the 
current job structure does not exceed the minimum essential for ef- 
ficient operation and to effect any possible economies. 

(2) Establish methods to provide that the appropriate commander 
or his specially designated representative approve proposals for all 
new or revised supervisory positions and all nonsupervisory positions 
GS-9 and above. 

(3) Maintain continuing surveillance of trends in the position 
structure and place continuing emphasis on lean and efficient organi- 
zation and work distribution. 

Seventh, command implementation: First reports received indicate 
that all commands have commenced implementation of provisions out- 
lined above, although it is still too early to ascertain results of such 
action. 

Now about the reasons for the fiscal 1959 changes in the position and 
grade structure. With the background that we have I would like to 
discuss reasons for the changes that occurred in fiscal 1959. 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 107 


Mr. Mr. Chairman. 

Mr. Davis. Mr. Johansen. 

Mr. Jouansen. Before we leave this section you just finished, Mr. 
Secretary, I believe I read this correctly. Under item 1, you say: 

Conduct intensive self-analysis of trends that have occurred to insure that 
the current job structure does not exceed the minimum essential for efficient 
operation. 

I assume, of course, that that means what I think it means, that 
me hae is holding these down to the minimum that you can do your 

ob with. 

Mr. Suorr. That is how we obtained a reduction in the number of 
employees. It still increases, but at a much lower rate, 25 percent, 
than the previous year. 

Mr. Jonansen. My point is, Mr. Secretary, and I have said this 
to your predecessor in this position, so I am not saying to you because 
you are the witness, that if there could be more emphasis on the mini- 
mum essential of doing the job in the entire Federal Government, 
we might have some substantial decreases in upgrading activities and 
in the matter of total employment. 

Mr. Suort. I agree to that. 

Mr. JoHansen. It seems to me that this is the kind of an approach 
that could produce some results throughout the Federal Gevern- 
ment, in nonmilitary as well as military. 

Mr. Suorr. It is in all departments, 

Mr. JoHansen. Certainly. 

Mr. Suorr. The Federal Government in my opinion is topheavy. 
It is too big and cumbersome and costly. 

Mr. Jonansen. I didn’t want that statement in the record to pass 
without its being remarked on, because I think it is a very vital key 
to what this committee is trying to work for. 

Mr. Suorr. Thank you very much. The reason for this 1959 
change in position and grade structure. As I indicated earlier, they 
are similar to those outlined last year. 

They include the continuing increase in complexity of Army mis- 
sions; shift in emphasis to programs requiring higher level occupa- 
tions and positions, establishment of additional and expanded man- 
agement programs; continuing emphasis upon the use of civilians 
in order to permit the best use of uniformed personnel for military 
purposes; new and revised job evaluation standards and recognition 
in many instances of the higher level professional, managerial, and 
technical work being performed. While devoting increased emphasis 
to more complex functions, the Department has accomplished a re- 
duction of over 10,000 in its total civilian employment. 

The program emphasis and employment: To a large extent, the 
reason for the trend toward higher level positions can be seen from 
program emphasis reflected in increased appropriations, expenditures 
and personnel for priority programs. For example, during fiscal 
year 1959, there was increased emphasis in the research and develop- 
ment effort on guided missiles, guided missile control systems, satel- 
lite communication systems, advanced radar techniques, microwave 
research, electronic instrumentation, development of high output an- 
tennae, and microminiaturization. ‘The expanded and rapidly mov- 
ing research and development program and increasing complexity 
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of equipment not only serve to increase requirements for high level 
personnel in the research area but change the character of personnel 
uirements throughout thr entire area of logistics. 
r. Gross. Mr. Chairman, I lost you on that one word. Would 
you go back to that and explain it, please? 

Mr. SHorr. Microminiaturization ? 

Mr. Gross. Yes; could you tell me what that means?! 

Mr. Suort. You have carried a wa¥kie-talkie, 1 am sure. 

Mr. Gross. I have seen them. 

Mr. Suorr. You have seen them in World War II. Now instead of 
carrying that big cumbersome thing around, while it was great at the 
time in World War IT to carry a walkie-talkie and talk to some fellow 
over at the Capitol or that far away from you in the battlefield—a 
wonderful communication. Today they have walkie-talkies as small 
as that glass, that they can wear on a helmet. 

That is your miniaturization, the microminiaturization. That is 
sort of a jawbreaker for an Ozark hillbilly as well as for a tall corn- 
grower from Iowa. 

Mr. Gross. Thank you. That is why we can get together. I came 
from the clay hills of southern Iowa near the Missouri border. 

Mr. Suort. These are examples of activity requiring new high 
level positions. 

Let’s look at the Army Ordnance Missile Command; 557 of the 
total fiscal year 1959 Army increase in GS-11 and above occurred in 
the Missile Command. At the same time, the Missile Command in- 
creased in total strength by 1,031, although the Ordnance Corps as a 
whole decreased by 1,403 positions. Assignment of the new Pershing 
missile, acceleration of the Nike-Zeus program and additional missile 
and space projects on behalf of the National Aeronautics and Space 
Agency and Advanced Research Projects Agency increased require- 
ment for new higher grade positions throughout the Missile Command. 

Other simple examples are the Signal Corps Institute for Explora- 
tory Research, expanded projects of the Corps of Engineers, and 
reductions in officer and warrant officer spaces in CONARC. That is 
the Continental Army Command. 

Officer and warrant officer spaces in CONARC were reduced by 
approximately 750 during fiscal 1959. This necessitated some re- 
distribution of higher level duties to civilian employees and conse- 
quently increase in grade level. 

The Department plans continuing emphasis to promote maximum 
economy in the civilian position structure. Command action taken 
as a result of the measure outlined will be reviewed at Headquarters, 
Department of the Army, level to ascertain effectiveness and need 
for further action. 

Let’s look at the wage board compensation procedures and prob- 
lems as contrasted to the graded positions. The Department of the 
Army wage board system was established on a departmentwide basis 
in 1942. That is 17 years ago. To assure the establishment of a 
sound system a committee of industrial experts in the field of in- 
dustrial relations, and one of those gentlemen was from the Wharton 
School of Finance in Philadelphia and now I think a member of the 
Federal Reserve Board, Balderston, was employed to do this job, and 
the conclusion of that committee of experts was that our needs would 
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best be served by an approach that had as its primary consideration 
providing internal consistency of wages in relation to skill required 
in the job and to the maximum extent possible under this considera- 
tion a good wage relationship with similar jobs in the private indus- 
trial community. 

This basic concept is still followed and has served us well for the 
te 17 years through two emergency periods, World War II and 

orea. 

Some modifications of procedure have occurred, naturally, but the 
basic policy remains unchanged, Our basic policy, stated simply, is 
to compensate all employees equitably in relation to the duties and 
responsibilities assigned by management. In the application of the 
policy we have developed the total compensation system to provide, 
to the maximum extent possible, like pay treatment for comparable 
skills, higher rates for jobs requiring greater skill than others, and 
rates of pay that compare favorably by skill level to those paid by 
industrial employers in the surrounding community. 

Rate schedules for compensating wage board employees are based 
on data collected by surveying industrial firms in a community to 
determine what they pay for a select group of jobs. A wide ran 
of skill levels is covered by these select jobs since included are jobs 
ranging from common laborer to tool and die maker. Based on the 
data gathered by the wage survey, a schedule of rates by a skill level 
is established to reflect the general level of rates prevailing in the 
community. 

Examples of increases that have occurred since 1955 are listed at the 
top of page 16 in your advanced statement. You may wish to refer 
to that now because it shows that we took wages paid in the different 
sections of our country, from Huntsville, Ala.; Baltimore, Md.; 
Chicago, Ill.; Atlanta, Ga.; Texarkana, Tex.; clear on down to Pucet 
Sound, Wash.; Boston, Mass.; Philadelphia, and Chambersburg, Pa. 

You get the cents per hour increase at labor grade 7 and then the 
percent of the increase. You may wish to refer to the other table, 
too, because the listed localities are those in which major concentra- 
tions of wage board employees are found and cover more than 30 

ercent of our total wage board employment in continental United 
tates. 

The increases reflected occur during the period the 1st of July 
1955 to 1st of July 1959. In applying the rate schedule to individual 
employees the following rules generally apply: 

(a) New employees are recruited at step 1. Those are the green 
raw recruits that have never worked before. 

(b) The employees are advanced to step 2 after 6 months’ satis- 
factory service in step 1; 

(c) Employees are advanced to step 3 after 18 months’ satisfactory 
service in step 2. : 

If you will refer to the table in your advance copy you will see 
what these advancements mean to an employee in pay increases. 

Mr. Davis. What is the first column there in number? 

Mr. Suort. The number of employees. 

Mr. Davis. I see. 

Mr. Suorrt. Step 1, step 2, and beyond step 2. They did have four 
steps I think until recently, but one was eliminated and you now 
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have only the three steps; 6 months’ satisfactory service advances 
them from step 1 to step 2 and 18 months more to step 3, and most 
of thees employees are in step 3. 

Mr. Davis. Let me ask you a question about that wage board ar- 
rangement there. If 87 percent of the wage board employees in the 
Army are in step 3, which would seem to be about the correct percent- 
age there, how is it justified to compare step 2 with the prevailing 
wage rate in private industry ? 

Mr. Suorr. Mr. Willey, who is head of the civilian personnel, can 
answer that better than I could. 

Mr. Witter. Mr. Chairman, as I believe the committee knows, the 
Department of the Army, like the other military departments, surveys 
rates in a community after the rate changes have taken place, so that 
there is a built-in lag and our rates are always at some degree behind 
those rates that prevail in the community. 

Also, we have, of course, the situation here that our wage board 
and other employment has been going on so that naturally our more 
senior people are the people that we have. 

If you take a look at that chart, you can see that one activity has 
been increasing, namely Huntsville, and it is the activity which has 
the largest number in step 1. 

In other words, our percentage of people in step 1, step 2, or step 3 
is a reflection of the employment situation. If it is an old established 
activity or not that has been going down, we are likely to have more 
people at that rate. 

Mr. Davis. Did you say the largest number in step 1 at Huntsville? 

Mr. Wittry. The largest percentage, I think, in step 1 are the ones 
in Huntsville. 

Mr. Davis. As I look across the column there it seems there are 63 
percent beyond step 2. 

Mr. Wittey. I did not clarify. 

The largest percentage of those in step 1 at any one of those locali- 
ties exists at Huntsville. 

Mr. Davis. The reason for that, then, is that you take step 2 as the 
step to compare with the industry rate because of the lag in the time? 

Mr. Wutey. That is right. That is all. 

Mr. Snort. Mr. Chairman, I will now comment on the use of mili- 
tary personnel in supporting forces. During the past year, the Army 
has reexamined the basis for use of military personnel in the support- 
ing forces in performance of logistical, intelligence, administrative, 
individual training, schooling, medical, headquarters research and 
development, and special functions. The need for military personnel 
oa the supporting forces has been determined to be valid to do certain 
things: 

(a) Maintain a peacetime foreign service replacement base and a 
mobilization posture of uniformed personnel with the diverse skills 
required to perform the support missions; 

(b) Provide on-the-job training in skills required in foreign and 
mobilization assignments which cannot be filled by civilian personnel ; 

(c) Provide experience gained only in military assignments and to 
qualify uniformed personnel to maintain new materiel resulting from 
technological advances. 
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As of June 30, 1959, only 17 percent of the personnel are 
positions in the supporting forces were military. That has been 
drastically cut down in recent years. : 

Mr. Davis. What is the percentage of the Army’s military person- 
nel today in combat rated units? 

Mr. Suorr. About 64 percent. 

The number of supporting forces has been reduced to 17 percent and 
Tam afraid we will never be able to go much below that. 

I need not waste any time of the members of this committee to tell 
you how important it 1s to have a man behind the man behind the gun 
and how many it takes really to support a combat soldier up in the 
front line. 

Mr. Gross. You are talking about the military uniformed personnel 
in that respect, are you not? 

Mr. SuHort. Yes, sir. As of June 30 this year, about 17 percent of 
our total military personnel occupying supporting positions support- 
ing the forces were military, 17 percent. 

Mr. Jouansen. Mr. Secretary, I notice under item c on page 18, the 
reference to providing “experience gained only in military assign- 
ments and to qualify uniformed personnel to maintain new materiel 
resulting from technological advances.” 

Basically and simply, how does your program of training uniformed 
personnel to handle this much more technical equipment work? To 
what extent, if any, do you rely on civilian personnel either on the 
payroll of the Army or contracted for by the Army ¢ 

Mr. Suorr. Colonel Smart, I think, could give you an illustration in 
answer to that. 

Colonel Smarr. Normally there is, of course, a special school which 
will train military as well as civilian people when a new type of ma- 
teriel or a new weapon is developed. That is the fundamental] training. 

Then there comes the on-the-job training which follows when that 
new materiel is put in position and that is where we say we need cer- 
tain of the military personnel to work along and get the on-the-job 
training as well as the civilians who are assigned to it. 

Mr. JouHansen. Do you have any contracts with outside firms to 
provide personnel to instruct either civilian or uniformed personnel 
of the Army to operate this equipment ? 

Colonel Smart. Yes, sir. There are some, I believe. 

Do you have one or two examples specifically that you would like to 
give on that, Colonel Reniker? 

Colonel Rentker. Mr. Congressman, as an example, when a new 
item of materiel first is produced and during that period before it is 
known to enough people in uniform to enable us to operate that equip- 
ment in combat units, there must be some training given on some occa- 
sions by representatives of industry who helped develop that equip- 
ment or produced it. 

In these instances, we have some contracts which provide for assist- 
ance in the training of uniformed personnel in the details of that equip- 
ment which will enable them, in turn, to take their training into our 
training centers and our schools which are military, and teach others 
to go out to the combat units to operate it. 

Mr. JoHanseNn. I will ask you the same question which I asked of the 
sister service this morning. Is every effort made by the Army to make 
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that a strictly transitional process so that as rapidly as possible you 
are working out of the necessity of having that kind of training for a 
given type of new and highly technical equipment ? 

Mr. Suorr. Yes. I wish my good friend from Michigan could have 
been with me on some of these shoots that I have attended, particularly 
at Fort Bliss and White Sands Proving Grounds. The manufacturers 
had to fire that missile before the men in uniform fired it. The manu- 
facturer had to get out all the bugs. It is a pretty wicked weapon. 
Whether it is a Hawk, the Lacrosse, the Little John, the Honest John, 
the Nike family, the Ajax, Hercules, the manufacturer and these scien- 
tists are the men who had to fire them along with men in uniform in 
the armed services until they simply had to learn the art the hard way, 
and they choose men of high intelligence who know a great deal about 
physics and mathematics and science before they are even entered into 
the school out there and it does not take them long to catch on. 

Mr. JoHanseNn. Then there is a cutoff of that kind of outside help? 

Mr. Suorr. Surely. Just as in your test pilots when a new plane 
comes out, whether at Boeing or Martin or Lockheed, they have their 
test pilots. These test pilots take some of our men in the Air Force, for 
instance, until they learn how to operate and fly the machine. 

Mr. JowHansen. I certainly can understand the necessity of that. 

I merely emphasize the point in the hope that the services do cut 
that off as rapidly as possible so that you minimize that. manpower 
cost. 

Mr. Gross. Mr. Chairman. 

In view of this testimony, I would like you to comment on why 
you entered into a $13,600,000 contract with Ramo-Wooldridge to pro- 
vide a system for the use of the automatic data-processing equipment 
that is being produced by the Army at Fort Monmouth. I am very 
much intrigued by that in view of the testimony just given. 

Mr. Suorr. Mr. Cox, from the Office of the Deputy Chief of Staff 
for Logistics, will speak to that question. 

I have heard “Ramo-Wooldridge” until I am blue in the face. 

Mr. Gross. You will probably hear some more about it. 

Mr. Cox. Mr. Chairman. 

That particular contract was entered into with Ramo-Wooldridge 
Corp. so that they may develop for us a complete automatic data proc- 
essing system capable of testing simulated tactical problems through- 
out the Army and for the testing of various types of data-processing 
systems. 

This contract required Ramo-Wooldridge to assemble various types 
of very highly technical complex electronics equipment that was capa- 
ble of feeding into these data-processing systems various types of prob- 
lems and getting results out. 

This contract will not be completed for approximately 5 years and 
it is in a research and development state. Part of the contract requires 
the contractor to have qualified technical people, scientific people that 
will be able to train the military person in the use of this very complex 
equipment. 

Mr. Gross. Where are they getting this personnel ? 

Mr. Cox. These are scientific people that they are getting from in- 
dustry. Industry has been in the business of making data processing 
equipment, something that Uncle Sam has not been in. 
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Mr. Gross. Do you know that Ramo-Wooldridge apparently got 
three key personnel from the Bureau of the Census? 

Mr. Cox. This would be possible, sir. 

Mr. Gross. Well, do you know whether that is true or not ? 

Mr. Cox. No, sir. I donot know. 

Mr. Gross. That would not be from industry, would it ? 

Mr. Cox. No, sir. They may have gotten some people from IBM. 
They may have gotten some people fromthe various other computer 
firms to be specialists in this particular field. 

Mr. Gross. The Army is making this equipment as field equipment 
at Fort Monmouth, is it not ? 

Mr. Cox. The Army Signal Corps at Fort Monmouth is develop- 
ing some of this equipment by contract, but not necessarily the same 
equipment that will go in at Fort Huachuca. 

r. Gross. The system equipment, in other words? 

Mr. Cox. That is right, sir. 

Mr. Gross. But the Army felt called upon in this case to farm out 
this contract to Ramo-Wooldridge, a $13,600,000 contract, with an 
$850,000 guaranteed fee; is that correct ? 

Mr. Cox. There is a fee of $800-some-odd thousand for the 5-year 
effort, sir. 

Mr. Gross. I do not understand exactly why you had to go outside 
you own shop in order to carry out this project. 

Mr. Cox. This, sir, is a case of where the Government would be 
competing with industry, and we do not have the inhouse capabilit 
to manufacture and assemble this type of equipment and to install it 
and to know all the ramifications of that equipment so that we can 
then teach somebody else. We have to have this the same as we do on 
the example that our good Secretary was mentioning, the Lacrosse 
missile, which had to be built by someone and they had to teach us 
how to operate this and they are going to teach us how to operate this 
mass of equipment. It will take several rooms to house it. 

Mr. Davis. Is Ramo-Wooldridge manufacturing these machines? 

Mr. Cox. They do not, to the best of my knowledge, manufacture 
the machine itself. 

They will get it from existing manufacturers. 

Mr. Davis. I thought you said one of the reasons you did not do it 
at Fort Monmouth was that you did not have the inhouse facilities 
for manufacturing. 

Mr. Cox. We do not have the inhouse facilities. 

Mr. Davis. Does Ramo-Wooldridge have the facilities? Are they 
going to manufacture them ? 

Mr. Cox. They will supervise the manufacturing of it and their 
subcontractors will manufacture it the same as in most of our missiles. 
Subcontractors are responsible for a great portion of the end item that 
is finally delivered to us as a missile or as an airplane or as a tank or 
whatever it may be. 

Mr. Davis. Does this $13,600,000 cover the cost of manufacture 
also? 

Mr. Cox. Yes, sir. It does. It includes all of the installation 
materiel. 

Mr. Gross. The cost of what manufacture, Mr. Chairman? If the 
Army is producing these things, what are we talking about manu- 
facturing? The Army is producing the equipment. 
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Mr. Davis. That is what I asked. He said “no.” He said they do 
not have the inhouse facilities for manufacturing or producing and 
that Ramo-Wooldridge does, but that Ramo-Wooldridge is not going 
to manufacture it themselves but will assemble it through subcon- 
tracts. That is what I understood you to say. 

Mr. Cox. That is correct, sir. 

Might I point out one thing that I wanted to get to here. That is 
that prior to entering into this contract, I know that you will be in- 
terested in knowing that it was a negotiated contract in finality but 
we solicited 82 possible sources to do this, 82 people or firms were 
capable of performing this service from industry. 

We narrowed this down through a review of their proposals—and 
some people just eliminated themselves on the size of the job and their 
capability—to approximately 14 sources. 

We then reviewed those proposals in very great detail and it turned 
out that the proposal offered by Ramo-Wooldridge was the most rea- 
sonable, the one that would be likely to cost the Government less 
money in the long run and would give us the result that we wanted, 
and so, therefore, we made the award to Ramo-Wooldridge Corp. 

Mr. Aurorp. Mr. Chairman. 

Mr. Davis. Mr. Alford. 

Mr. Atrorp. I would like to ask the gentleman this question. Do 
you have any evidence as to whether or not there are any retired 
personnel employed by the Ramo-Wooldridge Corp. 

Mr. Cox. Sir, I do not have that information in detail. I can get 
it for you. 

Mr. Atrorp. Do you have any information as to the comparative 
figures of salaries paid to the employees by Ramo-Wooldridge in 
comparison to that of the Army for comparable work ? 

Mr. Cox. I do not have that again, sir. I am in a staff office. The 
details of this are available to us at our contracting office at Fort 
Huachuca and we can get that information for you. 

Mr. Arorp. Mr. Secretary, can we have that information for the 
committee ? 

Mr. Snort. Yes, sir. I think much of this information perhaps 
was given to the Hébert committee at the last session, but it would 
not hurt to have it incorporated here. . 

Mr. Davis. We will reserve a spot for it in this record at this 

oint. 

(The information follows :) 


Present Thompson-Ramo-Wooldridge Corp. personnel in Federal employ imme- 
diately prior to employment by contractor in the performance of this contract: 


M. Boisen, Bureau of Census (civilian). 
H. Hess, Bureau of Census (civilian). 
J.T. Suagee, Army (civilian). 

F. E. Heinsen, Army (PFC). 

J. B. Keith, Army (Major). 

G. P. Perdue, Jr., Army (Major). 


COMPARISON OF SALARIES 


1. The Thompson-Ramo-Wooldridge contract is to design and furnish a tactical 
computer automatic data processing system. The Department of the Army does 
not employ personnel in job categories which would be concerned with the design 
of a test facility of this type. Therefore, with the exception of clerks, stenogra- 
phers, and key punch operators in the grades of GS-8 through GS-7 civil service 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 115 


personnel employed by the Army do not perform services comparable to those 
furnished by employees of Thompson-Ramo-Wooldridge under the contract in 
question. 

2. For the reasons indicated above, a comparison with Army civilian salaries 
cannot be made as to the services of those contractor employees who are engaged 
in tactical system design. As to the salaries paid to clerks, stenographers, and 
key punch operators on the payroll of Thompson-Ramo-Wooldridge, such salaries 
are comparable to those paid by the Government for similar work. 

Mr. Gross. I am not quite through, Mr. Chairman, if I may. 

Mr. Davis. Go ahead. 

Mr. Gross. Just what is Fort Monmouth doing in connection with 
this equipment ? 

Mr. Cox. I have no real specific information as to what they are 
doing on this particular project but, basically, Fort Monmouth’s 
mission is to study phases of this work or work comparable to this to 
see the feasibility of some of the projects we have and they would 
enter into a feasibility study to see whether certain things can be 
capable of accomplishment. Once they are sure they can be accom- 
acting they enter into contracts with industry to perform their 

esires. 

Mr. Gross. Did not the Army assign to Fort Monmouth the task 
and job of producing this kind of field equipment ? 

Mr. Cox. When you say they assigned the responsibility for pro- 
ducing it, that we would interpret has having it made available to the 
Government. Since we have no manufacturing facilities capable of 
doing this at Fort Monmouth, we would have to contract out for it. 

Mr. Gross. Who is renting the IBM equipment? Is it Ramo- 
Wooldridge or Fort Monmouth? 

Mr. Cox. The IBM equipment would be rented at Government 
cost. This is a cost-type contract, a cost-plus-a-fixed-fee contract. 

Mr. Gross. Who is going to do the renting? 

Mr. Cox. The contract for the rental would be entered into by 
Ramo-Wooldridge. We would reimburse the rental for the equip- 
ment. 

Mr. Gross. In addition to the $13,600,000 ? 

Mr. Cox. No, sir. That would be included in the $13 million. 

Mr. Gross. How about the Signal Corps of the Army? Are they 
not equipped to do this kind of job? 

Mr. Cox. No,sir. They are not. 

Mr. Gross. That isa little surprising. 

Mr. Cox. They do not have this sort of manufacturing facility, sir. 

Mr. Atrorp. Will the gentleman yield? 

Mr. Gross. Yes. 

Mr. Arorp. I am sure it would be as stated here but do I under- 
stand you to say that Ramo- Wooldridge is manufacturing ? 

Mr. Cox. They are responsible for the manufacture under this par- 
ticular contract. If I may I can get a copy of the specifications and 
read to you some of their responsibilities. Would you like me to do 
that, sir? 

Mr. Atrorp. It might not be necessary. What I am trying to ascer- 
tain is: Is this being manufactured under the supervision of the Army ? 

Mr. Cox. The Army would only supervise to the extent to determine 
that the quality of the equipment that is called for under the specifi- 
cations is met by those specifications. A prime contractor for the 
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Government has a responsibility to submit a complete item in accord- 
ance with the specifications to the Government and he is fully respon- 
sible there. 

We do not supervise that portion of the contract. We only super- 
vise, as I say, from a quality control and inspection of equipment as 
it is accepted by the Government. That is all. 

Mr. Axrorp. One moment, please, Mr. Gross. I am trying to get 
at this also. 

If the Army is supervising the manufacture, does the Government 
retain patent rights or who holds patent rights for these instruments 
that we are manufacturing? 

Mr. Cox. This, sir, would be quite a problem because many of the 
items that we are using are already patented items that are on the 
market and available for commercial use. 

This is an assembly of available items, such as the 505, and the 
various equipments that are made to assemble the best made equipment 
that is available today or to build new equipment from existing com- 
ponents that is capable of meeting our overall need for data processing 
in this technical field. 

Mr. Atrorp. That is our point. 

I think, Mr. Chairman, if I may, that we have gotten to this point: 
It would seem to us in the committee that the Army is better qualified 
to determine what is necessary for combat operation than civilian em- 
plovees of Ramo- Wooldridge. 

Mr. Cox. It is possible that this determination could be better made 
by us but that would be in our formulation of plans and specifications 
for the manufacturer to produce or for the prime contractor to pro- 
duce through his subcontractors. 

Mr. Jonansen. Will the gentleman yield? 

Mr. Atrorp. I yield. 

Mr. Jonansen. Is not that particular thing done by the Army ? 

Mr. Cox. The formulation of specifications is the overall mission. 
The overall purpose of this equipment is developed by the Department 
of the Army. 

Mr. JoHansen. So that this key determination to which my friend 
from Arkansas refers, is a determination made by the Army and not 
by the contractor ? 

Mr. Cox. Definitely, sir, and in the preparation of any of this re- 
search or in the fulfillment, I should say, of any of this research, he 
may come up with suggested solutions to a new invention or a new 
problem, and he cannot institute those without our prior approval. 

Here I have before me a Signal Corps technical requirement on a 
5-year program under which Ramo-Wooldridge is operating. We 
devloped this. The Army developed this specification. It is up to 
the contractor to make us a piece of equipment that will comply with 
these specifications. 

Mr. Gross. Yes; but Ramo-Wooldridge is not going to produce the 
equipment. They are going out and get it from IBM or somebody 
else. 

Mr. Cox. That is right. 

Mr. Gross. Then why give them a nice fat contract to do this job? 

Mr. Cox. Because this would require the bringing together of many 
components the same as your automobile and mine involve many 
components. 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 117 


Mr. Gross. Do you not devise all kinds of technical equipment 
every day 

Mr. Cox. Yes, sir. i 

Mr. Gross. You have people competent to do that, do you not ? 

Mr. Cox. Yes, sir. 

Mr. Gross. Yet you farm out a contract to Ramo-Wooldridge and 
they turn around and hire key personnel from the Bureau of the 
Census and perhaps from the } rn itself and collect a fee for 
doing it. 

Mr. Cox. Sir, may I point out that when we do buy an item, we buy 
an end item. This is an end item. When we buy a truck, we buy a 
truck. We do not buy sparkplugs, generators, crankshafts, et cetera. 

Mr. Gross. I do not think you can compare the two. 

Mr. Cox. What I am trying to bring out is that the many parts that 
will go into this data processing equipment are components the same 
as the components that I suggested in the automotive family. 

Mr. Gross. A better illustration would be Redstone. 

Mr. Cox. This, again, is a very good comparison, sir. There we 
have Chrysler manufacturing a missile for us. 

Mr. JoHANSEN. But do you have the middleman ? 

Mr. Gross. You do not have a middleman in there? 

Mr. Cox. Sir, Chrysler is, to some extent, a middleman. Chrysler 
gets many of its components that Chrysler does not manufacture. 

Mr. Gross. From Ramo-Wooldridge, which does not produce any- 
thing. 

Mr Cox. They get those components from the electronics industry 
as a whole, from the metal working industry as a whole, and many 
mechanical parts even from the automotive industry as a whole, so 
that what you have is a general contractor responsible for bringing 
together these many, many subcontractors and have tiers of sub- 
contractors below them. 

Mr. Gross. What I am trying to get at is that if you are going to 
farm these things out to people like Ramo-Wooldridge, how, then, are 
you going to cover this presentation that the Secretary made here a 
little bit ago of retaining these technical people in your own establish- 
ment over there and building up your own establishment? Are you 
going to have to continue to pay for them on a cost-plus-fixed-fee 
basis? How are you going to get them? 

Mr. Cox. Any of these items that have never been manufactured 
i industry is reluctant to take or will not take on a fixed-fee 

asis. 

Mr. Gross. How are you going to get hold of these technicians? 

Mr. Cox. How do we get hold of them ? 

Mr. Gross. How are you going to get them in your own shop here? 
That is what you say you are trying to build up in this 17 percent, 
is it not ? 

Mr. Cox. The hiring of technicians in the Army might be a subject 
on which Mr. Willey would like to comment. 

I can speak to the contracting for end items and products and 
services that we need. 

Mr. Davis. Would the gentleman vield for a question? 

Mr. Gross. Yes. 


116 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


Government has a responsibility to submit a complete item in accord- 
ance with the specifications to the Government and he is fully respon- 
sible there. 

We do not supervise that portion of the contract. We only super- 
vise, as I say, from a quality control and inspection of equipment as 
it is accepte by the Government. That is all. 

Mr. Axrorp. One moment, please, Mr. Gross. I am trying to get 
at this also. 

If the Army is supervising the manufacture, does the Government 
retain patent rights or who holds patent rights for these instruments 
that we are manufacturing ? 

Mr. Cox. This, sir, would be quite a problem because many of the 
items that we are using are already patented items that are on the 
market and available for commercial use. 

This is an assembly of available items, such as the 505, and the 
various equipments that are made to assemble the best made equipment 
that is available today or to build new equipment from existing com- 

onents that is capable of meeting our overall need for data processing 
in this technical field. 

Mr. Atrorp. That is our point. 

I think, Mr. Chairman, if I may, that we have gotten to this point: 
It would seem to us in the committee that the Army is better qualified 
to determine what is necessary for combat operation than civilian em- 
plovees of Ramo- Wooldridge. 

Mr. Cox. It is possible that this determination could be better made 
by us but that would be in our formulation of plans and specifications 
for the manufacturer to produce or for the prime contractor to pro- 
duce through his subcontractors. 

Mr. Jonansen. Will the gentleman yield? 

Mr. Arorp. I yield. 

Mr. Jonansen. Is not that particular thing done by the Army ? 

Mr. Cox. The formulation of specifications is the overall mission. 
The overall purpose of this equipment is developed by the Department 
of the Army. 

Mr. JoHansen. So that this key determination to which my friend 
from Arkansas refers, is a determination made by the Army and not 
by the contractor ? 

Mr. Cox. Definitely, sir, and in the preparation of any of this re- 
search or in the fulfillment, I should say, of any of this research, he 
may come up with suggested solutions to a new invention or a new 
problem, and he cannot institute those without our prior approval. 

Here I have before me a Signal Corps technical requirement on a 
5-year program under which Ramo-Wooldridge is operating. We 
devloped this. The Army developed this specification. It is up to 
the contractor to make us a piece of equipment that will comply with 
these specifications. 

Mr. Gross. Yes: but. Ramo-Wooldridge is not going to produce the 
equipment. They are going out and get it from IBM or somebody 
else. 

Mr. Cox. That is right. 

Mr. Gross. Then why give them a nice fat contract to do this job? 

Mr. Cox. Because this would require the bringing together of many 
components the same as your automobile and mine involve many 
components. 
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Mr. Gross. Do you not devise all kinds of technical equipment 
every day ? 

Mr. Cox. Yes, sir. 

Mr. Gross. You have people competent to do that, do you not? 

Mr. Cox. Yes, sir. 

Mr. Gross. Yet you farm out a contract to Ramo-Wooldridge and 
they turn around and hire key personnel from the Bureau of the 
Census and perhaps from the Army itself and collect a fee for 
doing it. 

Mr. Cox. Sir, may I point out that when we do buy an item, we buy 
an end item. This is an end item. When we buy a truck, we buy a 
truck. We do not buy sparkplugs, generators, crankshafts, et cetera. 

Mr. Gross. I do not think you can compare the two. 

Mr. Cox. What I am trying to bring out is that the many parts that 
will go into this data processing equipment are components the same 
as the components that I suggested in the automotive family. 

Mr. Gross. A better illustration would be Redstone. 

Mr. Cox. This, again, is a very good comparison, sir. There we 
have Chrysler manufacturing a missile for us. 

Mr. JoHANSEN. But do you have the middleman ? 

Mr. Gross. You do not have a middleman in there? 

Mr. Cox. Sir, Chrysler is, to some extent, a middleman. Chrysler 
gets many of its components that Chrysler does not manufacture. 

Mr. Gross. From Ramo-Wooldridge, which does not produce any- 
thing. 

Mr Cox. They get those components from the electronics industry 
as a whole, from the metal working industry as a whole, and many 
mechanical parts even from the automotive industry as a whole, so 
that what you have is a general contractor responsible for bringing 
together these many, many subcontractors and have tiers of sub- 
contractors below them. 

Mr. Gross. What I am trying to get at is that if you are going to 
farm these things out to people like Ramo-Wooldridge, how, then, are 
you going to cover this presentation that the Secretary made here a 
little bit ago of retaining these technical people in your own establish- 
ment over there and building up your own establishment? Are you 
going to have to continue to pay for them on a cost-plus-fixed-fee 
basis? How are you going to get them ? 

Mr. Cox. Any of these items that have never been manufactured 
before, industry is reluctant to take or will not take on a fixed-fee 
basis. 

Mr. Gross. How are you going to get hold of these technicians? 

Mr. Cox. How do we get hold of them ? 

Mr. Gross. How are you going to get them in your own shop here? 
That is what you say you are trying to build up in this 17 percent, 
is it not? 

Mr. Cox. The hiring of technicians in the Army might be a subject 
on which Mr. Willey would like to comment. : 

T can speak to the contracting for end items and products and 
services that we need. 

Mr. Davis. Would the gentleman yield for a question? 

Mr. Gross. Yes. 
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Mr. Davis. I am advised by Mr. Bray of our committee staff that 
the Signal Corps told him that Fort Monmouth was manufacturing 
these particular items and that Ramo-Wooldridge was working out 
plans for putting them into use. Is that correct 

Mr. Cox. It may be possible that the laboratory might make one 
or two of the components. 

Mr. Davis. Just one or two? 

Mr. Cox. One or two of the components or some small quantity of 
the components. This would be no real large production of this item. 
For example, they may make a cabinet, 8 feet high and 3 feet wide, 
just packed full of transistors and various other components of elec- 
tronics capable of producing certain electronic circuitry. This might 
be installed as a component but, if it is, this would be Government- 
furnished property that would belong to the Government. It would 
not have been included in the contract price, and this would have been 
known from the beginning. 

Mr. Atrorp. Mr. Chairman, may I comment briefly here? 

Mr. Davis. Mr. Alford. 

Mr. Atrorp. I think what we are concerned with at this point is, 
for example, that we have the utmost confidence in the Army’s ability 
to do this and, therefore, we cannot see the reason for having Ramo- 
Wooldridge using IBM and other patent rights from other corpora- 
tions that have already been made. Is not the problem that we are 
talking about that the Signal Corps is qualified and is in fact. putting 
this together? Is that the information that you have on the com- 
mittee staff ? 

The problem is that Ramo-Wooldridge, at the outset, was not quali- 
= to do this, had never done it before. Of course, it never was done 

ore. 

Mr. Suorr. It seems to me, Congressman, that there is the signifi- 
cant question. Whenever you enter a new field or try to make a 
weapon or any kind of a machine that has never been made before, 
it takes an enormous amount of scientific research and development 
over a long period of time. That is the reason, down at Huntsville, 
we had to get General Medaris and he had to assemble not only the 
German scientists but the best brains throughout this country wher- 
ever he could find them to get the team together there to produce, 
first, the Redstone, and now the Pershing, that we are working on. 
But there is no business organization equipped, they do not possess the 
skill, the machinery, the plant or anything else in a new field that has 
to be explored. 

The Army could not assemble enough brains. We have a few in 
the Army but we do not have enough to develop a new thing like this 
without having to go outside to get the best scientific skills in the 
country. 

We could make it a project as we did at Huntsville. 

Mr. Davis. As I understand it, the Army has a certain objective. 

Mr. Yes. 

Mr. Davis. They have a goal they want to shoot at. 

Mr. Suorr. We want something and it was not in existence and we 
cannot make it ourselves. We have to depend upon someone else. 

— In all this development they are shooting at that end 
result 
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Mr. Suorr. That is right. 

Mr. Davis. They are not building something and getting Ramo- 
Wooldridge to tell them how to use it after they built it 4 

Mr. SuHorr. No. 

Mr. Gross. This is exactly what they are doing. 

Mr. Snort. It isan exploratory field and purely in the experimental 
stage and it is always costly, of course, to get these scientific break- 
throughs in the field of missiles and rocketry or any complicated piece 
of machinery. 

Mr. Gross. That is exactly what you are doing is getting Ramo- 
Wooldridge to tell you how to use it? 

Mr. Suorr. To tell them how to build it. 

Mr. Gross. How to use it. 

Mr. Cox. They, sir, are going to tell us how to use this specific piece 
of equipment once they put it together and when they put it together 
that will be the first time that it has ever been a full operating piece 
of equipment. 

Mr. ow I am not so sure but what, if this thing were shaken 
down, Fort Monmouth is not going to put it together. 

Mr. Suorr. This, sir, would be conjecture on my part at this time 
but we have hired Thompson, Ramo-Wooldridge and all of its facili- 
ties that it has available to it to put it together, to engineer it and to 
recommend to us changes in it for the betterment, if such changes can 
be made, and to show us how to operate it once it is first installed and 
first. built. 

Mr. Gross. I am a little surprised and I may say disappointed to 
hear the disclaimer that the Army does not have the brains to do this 
job. Iam just not sold on that at all. 

Mr. Jowansen. Mr. Secretary, I wonder if the broad problem that 
we are concerned with, and legitimately so, is not twofold. One, the 
division of labor that is seal between the Army and its technicians 
on the one hand in producing certain end products, and the farming 
out of that to private enterprise. That is one phase of the problem, 
and the other phase of the problem is the concern the committee feels 
over the fact that insofar as it is farmed out, and particularly on a cost- 
plus basis, that we are in the ironical position—and I am not arguing 
whether it is necessary or unavoidable at the moment—of subsidizing 
competition with the Government on scientists in terms of manpower 
and in terms of what we pay for it because some of these have agencies 
who come to the Government to take personnel at higher pay and that 
does present, I think, a very serious problem. 

I do not know what the answer is. Certainly it would seem to me 
that if there is any area in which the Government could retain an 
effective and economical hand it would be in the assembling of these 
various products so that you could minimize the role of this middle- 
man which, as I understand it, is what my colleague from Iowa feels 
Ramo-Wooldridge is. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. Jonansen. I yield. 

Mr. Atrorp. May I ask the distinguished Secretary this question: 
Can you contract out a job such as this, including an $850,000 minimum 
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Hy to Ramo-Wooldridge, at a cheaper price than having the Army 
o it? 

Mr. Suorr. That is a most difficult question for anyone to answer 
because you hardly know what it would cost unless you had some past 
experience to go on and we have not had that experience on this partic- 
ular project. There is general overhead cost. It is just like some of 
our arsenals. 

The question is whether or not we continue to manufacture certain 
weapons in our arsenal even at a greater cost than we could get it done 
for in private industry, but even with the additional cost you would 
maintain a basis for mobilization, you would have certain trained men 
with skills that would serve you well in time of emergency. 

There are certain overhead costs at some of our Government arsenals 
which, if figured in or added to the actual cost production, would 
amount to considerably more than you could get the product for from 
a private business concern. 

As a matter of general policy, in the Department of the Army, we 
hate to compete with private industry. 

We believe also in open competitive bidding wherever that is pos- 
sible. 

I think we all believe in our system of private enterprise and open 
competitive bidding, but in these new fields where you have explora- 
tion and experimentation, developing a new thing, you cannot have 
that kind of a contract and you cannot depend upon the limited re- 
sources that we have in the Army and all as you have in wide broad 
phases of industry. 

Mr. Davis. Let me ask you this, Mr. Secretary. Is it probable and 
likely that private industry with its ability to pay considerably higher 
salaries than the Federal Government can pay can attract to their 
employ possibly engineers with greater skill than we are able to attract 
with our Public Law 313 positions and the supergrade positions ? 

Mr. Suorr. That is the problem we have to face continually trying 
to compete with the wages paid in private industry. 

I think, however, that there are many fine Government employees 
that are attracted not altogether by the dollar. 

I know that money talks but there is more than just dollars and cents 
in the thing. 

Mr. Davis. I am sure of that and it is a great thing for our Govern- 
ment that that situation exists, but what I was thinking about is this: 
that we attract the best that we can in the Federal service and pay 
them the most that we can but possibly we will fare better if we let 
private industry have a go at it also and do their best at the same time. 

Mr. Suorr. Competition is a very healthy thing in business, in 
politics, or even in love. 

Mr. Davis. And cooperation between the two in working together 
for the same objective. 

Mr. Snort. I think so. 

I think we have more of that today, Mr. Chairman, than we have 
ever had before. I am sure that you would agree that von Braun or 
many other employees of our Government could step out and get a 
much higher salary in private business than they can in their Govern- 
ment positions but there is such a thing as patriotism, it still exists, 
love of service and of our country. 
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Mr. Davis. We run across it in our hearings here and know it does 
exist. 

Mr. JOHANSEN. We want to be sure, Mr. Secretary, that the competi- 
tion from private business is not solely on a dollar basis and that there 
is some pig Seming on a basis of patriotism so that we are not in a 
position of being constantly priced out of the market with respect 
to the necessary scientists and technicians in the Government service. 

I think that is an area of concern and that is why it seems so im- 
portant to us that there be as effective policing of the pricing of this 
service and production by private enterprise as possible. 

Mr. Snort. I quite agree with the gentleman. 

Mr. Chairman, I would like to hurry on. This matter of contract- 
ing really is outside my bailiwick and jurisdiction. It rightfully falls 
under the Assistant Secretary of the Army for Logistics. 

All production and procurement comes under Mr. Johnson, not 
myself. 

The Department of Personnel is concerned only as it affects people 
and, of course, people are in everything, so we have to consider the 
different types and kinds of contracting. 

Mr. Gross. Mr. Chairman. 

Mr. Davis. Mr. Gross. 

Mr. Gross. I think it is important to this hearing or to any hearing 
dealing with personnel for this reason: that I wonder if your cuts 
have gone deep enough in personnel if you are going to farm out work 
that some of us think ought to be done in your own establishment; 
and, along that line in connection with farming out of contracts, how 
are you coming along with the abandonment of ordnance depots, the 
phasing out ? 

Mr. Suorr. We have closed many during the past 3 or + years. 

Mr. Gross. How did you arrive at that decision? 

Mr. Suorr. Because of requirements, the change in methods and 
techniques of warfare and the limitation of funds. 

Mr. Gross. Who, in the Department of the Army in connection 
with the abandonment of ordnance depots, makes the decision ? 

Mr. Snort. The Secretary of the Army makes the ultimate decision. 

Mr. Gross. On what basis? 

Mr. Snort. On the basis of requirements and availability of funds. 

Mr. Gross. Who told him about those requirements; the Army 
Ordnance Corps? 

Mr. Suort. The Commander in Chief of our forces and the Con- 
gress of the United States. 

Mr. Gross. Wait a minute now. Who in the Army said that this 
depot shall be closed? Let us take San Jacinto. Who told the Sec- 
retary that San Jacinto ought to be closed ? 

Mr. Snort. He did not want to close it and many of us in the Army 
did not want to close it. 

Mr. Gross. Who told him to close it? 

Mr. Suort. It came, of course, from Defense. He is subject to 
Defense. 

Mr. Gross. Who within the Army told the Secretary of Defense 
that San Jacinto should be abandoned ? 

Mr. Snort. I do not want to open San Jacinto here on top of 


Thompson- Wooldridge. 
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Mr. Gross. I do, because it is important to this personnel problem. 
Let me tell you who did. It was a private management firm that told 
the Army Ordnance Corps that San Jacinto ought to be closed. You 
went outside and hired an outside firm. There is nothing technical 
about this. You cannot use the excuse that you did not have the brains 
in the Army. Yet you went out and spent thousands of dollars on a 
age firm to tell you that you ought to close San Jacinto. I do not 

ike that. 

Mr. Snort. I do not want to bring in the political pressures brought 
and all, but the Congress itself decided that we would close San Jacinto 
providing the Secretary of Defense did not find it inimical to the 
security of the country. 

Mr. Gross. That is right. The Congress left the overriding deci- 
sion in the hands of the Secretary of Defense and the Secretary of 
Defense relied upon an outside management firm to tell him that San 
Jacinto ought to be closed. He did not go to the generals and colonels 
and majors in the Ordnance Branch of the Army for his decision, did 
he? 

What I am trying to say is that we either have to get rid of some 
civilians who are backstopping the uniformed personnel in the Ord- 
nance Department of the Army, or we ought to get rid of them and 
go to this business exclusively of hiring outside management firms to 
tell the Army what to do. We ought to get rid of one or the other 
of them and cut some personnel off. 

Mr. Snort. I can assure you that the Department of the Army had 
long and exhaustive briefings and hearings on the closing of the San 
Jacinto Ordnance Depot. 

Mr. Gross. I have no doubt of that. Yet you went out and spent 
thousands of dollars on a private firm to tell you what to do. 

Mr. Suorr. I did not hire them. 

Mr. Gross. Well, when I say “you,” I do not mean you as an indi- 
vidual. 

Mr. Suorr. I know that. 

Mr. Gross. I mean the Department of the Army. 

Mr. SuHorr. Well, you have asked several questions, Mr. Gross, 
the different contractual arrangements. like to discuss 
it briefly. 

The Department of the Army has reappraised its policies relating 
to contracting for services where the contractor is primarily respon- 
sible for furnishing labor and is in the process of revising and pub- 
lishing several Army directives on the general subject. One such 
directive issued in June 1959, governs the execution of contracts which 
involves reductions-in-force of civil service personnel. It provides 
definite criteria which must be met and provides a positive procedure 
to be followed in obtaining approval for such contracts. The directive 
provides that commanders and their contracting officers will be gov- 
erned by the following policy criteria : 

(1) No contract will be entered into with any firm or individual 
whose primary character is that of a labor broker for securing labor 
to perform a function being performed by civilian employees. In 
order to be acceptable, a contractual arrangement must provide for 
furnishing a complete service to the Department, including super- 
vision of performance. 
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(2) A function performed by direct-hire civilian employees of the 
Department will not be contracted for where the sole or primary pur- 
pose is to avoid the impact of reduced civilian manpower authoriza- 
tions. 

(3) Proposed contractual arrangements must demonstrate that sub- 
stantial economies will be realized in dollar costs. 

Mr. Davis. Let me ask you a question right there, Mr. Secretary. 
Does that mean, for instance, that the Army would not let out on 
contract the repair of ordnance equipment if it meant laying off 
career Army civilian employees who had been previously performing 
that type of work? 

Mr. SHort. I think that is correct. 

Mr. Gross. Mr. Chairman. 

In connection with San Jacinto, Secretary Bryant said that Mr. 
McElroy hired an outside consulting firm because he wanted a “non- 
interested” group to survey ordnance facilities. What does he mean 
by a noninterested group? Are not the people in the Ordnance De- 
partment of the Army interested in whether they have enough or do 
not have enough ordnance depots ? 

Colonel Smarr. May I speak to that? 

Mr. Gross. You certainly can. 

Colonel Smarr. The Army conducted a survey of this particular 
installation as it does of any installation where there is a possibility 
of its closure due to workload, budget cuts, or what not. The Army 
could conceivably be very biased in its analysis and recommendations 
regarding any of its own installations. It is possible, therefore, that 
the Secretary of Defense gave his instructions based on this particu- 
lar approach. 

Pt Gross. So that you are not incompetent but you were preju- 
iced 2 

Colonel Smarr. Possibly, sir. 

Mr. Gross. And the taxpayer had to go out and spend a minimum, 
according to the last figure I had, of $45,000 to hire somebody to decide 
that the Ordnance Depot ought to be closed. 

Colonel Smarr. I think you mentioned earlier, sir, that the Depart- 
ment of Army employed that survey. That, I believe, was the 
Department of Defense. 

Mr. Gross. I accept the correction, but is that going to be the 
policy in the future ? 

Mr. Snort. That is the Department of Defense. 

I might say to the gentleman that in the field of flood control or 
the construction of dams, the Corps of Engineers frequently has an 
independent engineering firm to make a study of a proposed project 
in order to avoid the criticism that the engineers are promoting it. 

Mr. Gross. I was in hopes that I never would have to be put in the 
position of referring to the Army as a pork barrel outfit. 

Mr. Snort. Well, I do not think the Army is but we were often 
charged with it, particularly in your public works bill. 

Mr. Gross. And with justification, I may say. 

Mr. Suorr. And they are made the whipping boys. We have all 
suffered that criticism. Nothing could be further from the truth. 
I think if there is one Government organization whose record is clean 
and whose conscience is clear it is that of the Corps of Engineers of 
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the U.S. Army, but often, when we have been criticized, we have for 
our own protection employed independent engineering firms to survey 
projects and to file reports on them. That has happened on some in 
this last Congress. 

Mr. Gross. It is becoming something more than fashionable. It is 
becoming, I am sorry to say, altogether too much of a fixed policy in 
Government today to go out and hire people to tell those in Govern- 
ment what they ought to do. 

Mr. Snort. I think that perhaps the trend has been too much in 
that direction. Sometimes you are forced to do it in self-defense. 

Mr. Atrorp. Mr. Chairman, will the gentleman yield? 

Mr. Gross. Yes, of course. 

Mr. Atrorp. May I comment at that point. I do not think we 
wish to be misunderstood on this one thing. As far as I am personally 
concerned, and I am sure the other members of the committee, and 
our distinguished chairman made the statement this morning that 
we have the utmost of confidence in the armed services and I made 
the statement this morning that, as far as I am personally concerned 
as a Member of Congress, I want to see the Army stronger and the 
Navy stronger and the Air Force stronger. I happen to be one of 
those Members who are not in favor of this watering-down policy of 
uniting them into one service. So that, what I want to say to that 
point is that I have confidence in the Army’s ability to do the job. 
: do question the policy of the middleman that we were talking about 

ere. 

May I just point out that in all due respect to every one of us con- 
cerned, as Members of Congress we must not lose sight of the fact 
that although we believe in these various agencies, the Congress as 
well as the Army and the Navy and the Air Force are in fact owned 
by the people of the United States so that it is our duty to ask these 
questions. 

Mr. Snort. Oh, surely. We welcome them, too. 

Mr. Gross. I would just like to add this. I do not know how much 
more unprejudiced this firm was than the Ordnance people in the 
Department of the Army. I do not know how much more inde- 
pendent they were, being hired by the Secretary of Defense, appar- 
ently, to come up with the kind of answers he wanted in this par- 
ticular case. 

Mr. Snort. I might say that I think the gentleman is well aware 
that the Army opposed the closing of that installation. 

Mr. Gross. I am well aware of that, and I commend the Army for 
its position. 

Mr. Suorr. I hope that we are not held responsible for every 
decision made by the Secretary of Defense. 

Mr. Gross. At that time, I was concerned with what was going to 
happen to $120 million worth of ammunition stored at San Jacinto 
and the answer was given the other day, when I read the story of 
how a ship capsized while dumping that ammunition into the Gulf 
of Mexico. 


Mr. Davis. Mr. Secretary, I believe you are coming pretty shortly 
there to custodial contracts. 

Mr. Snort. I would like to say that, in addition, approval of 
Headquarters, Department of the Army, will be secured prior to 
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the initiation of any formal procurement action, including issuance 
of invitations for bids or requests for proposals, which would ad- 
versely affect the employment status of civilian employees of the 
Department. That is before hiring any civil service people or em- 
ployees of the Department or Government or before letting out an- 
other contract that has to come to the attention of headquarters of 
the Department of the Army in the future, 

I think you are acquainted with a few things that happened in 
the past year or two that have caused the Army, as well as some other 
people, embarrassment. 

Custodial contractual services are obtained by contract only in 
specific instances where a clear justification is made that such 
services will be in the best interest of the Government when com- 
pared with direct-hire operations and after full consideration of 
the cost and personnel implications involved. 

Mr. Davis. I wanted to ask you this question right there. We 
had before this committee several months ago Congresswoman Sul- 
livan from Missouri, who explained very vehemently about some 
laborers in an Army installation in St. Louis being let out. She 
testified here that, last December, 17 laborers in an Army installa- 
tion in St. Louis were notified that they were being separated be- 
sause their work was to be farmed out on a contract basis, 

Continuing to quote her, she said : 

All of the evidence clearly indicated to me that the contract would cost 
the Government far more than the wages of these 17 men. I asked the 
General Accounting Office to investigate this aspect of it and I asked the Army 
for details. I was assured by the Army that everything had been done in a 
proper manner, that the Government would save a great deal of money, a 
great deal, that the Budget Bureau directive called for this kind of policy 
and that the 17 men would be kept to find other work. That was the Army’s 
story in a nutshell but what was not actually false about it was at least 
inaccurate. 

She went on to give the details of it and made out a case there that 
the janitorial service under the old arrangement really was more eco- 
nomical to the Government than the contracting out of it. 

Mr. Suorr. Mr. Willey has gone into this case pretty thoroughly. 

Mr. Davis. While I am talking about it, there is another at Fort 
Devens, Mass., I believe, where pretty much the same complaint was 
made that 13 employees were released and only 2 of them were as- 
signed to other work, that the cost under Government operation from 
July 1958, to March 1959, 9 months, was $90,804 and the cost under 
the contract, April 1959 to June 1959, was $95,923. 

Mr. Snort. That is right. I am familiar with that Fort Devens 
thing. I think we were wrong and in August of thiszyear I issued a 
directive where before a thing like that happens again it has to come 
to headquarters for decision prior to taking action. I think the Army 
was clearly wrong there. They are made up of human beings and are 
capable of mistakes. I hope there will be no repetition of them. 

Mfr. Davis. I certainly appreciate that. 

Mr. JouaNsEN. I would like to observe once more that that is a 
startling and refreshing approach to these problems and what I 
would expect from my former distinguished colleague. I hope there 
will be others who will go and do likewise. 
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Mr. Suorr. Thank you. The Army people are mighty fine people 
but they are human beings and they are capable of making mistakes, 
and I am trying to get them to be broadminded and frank enough to. 
admit it when they do. 

Do you want to speak to that ? 

Mr. Wittey. I simply want to say this. As a result of the con- 
gressional interest we did go back and make a thorough review of 
those 17 employees. 

I can tell you what happened to each of them. 

Three were retired. Four were retained. One abandoned his po- 
sition. Five were reassigned to other Federal activities. One was 
reassigned to another Army activity, and three were separated. 

Now, of those employees who were separated, one was rehired in 
the St. Louis area and the remaining two were rehired at the St. 
Louis support center, so that we were very conscious of Congress- 
woman Sullivan’s interest in this thing. 

Mr. Davis. Was there any saving on the contract ? 

Mr. Wuitey. Mr. Cox tells me that there was, that this is a proven 
fact. I do not have the precise figures but perhaps Mr. Cox has. 
There was a saving. 

Mr. Davis. Could you tell us about that, Mr. Cox? 

Mr. Cox. I do not have the exact saving but I have been informed 
by the support center that it is to be a more economical contract than 
keeping these people on direct hire. 

Mr. Davis. Will you furnish it for the record ? 

Mr. Cox. Yes, sir. 

(The information follows :) 


A. Savings for period July 1 through November 30, 1959, based on actual 
operations under the contract is $47,272, developed as follows: 


1. Government performance: 


2. Contractor performance: 


B. Estimated savings for projected period December 1, 1959, through June 30, 
1960, is $74,489, developed, as follows: 


1. Government performance: 


2. Contractor performance: 

Projected contract costs 6, 126 


©. Estimated savings for total fiscal year 1960 (A. & B.) is $121,761. At time 
5th Army requested approval of award of contract in June 1959, estimated 
savings figure developed by 5th Army was $106,042.76. 
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Mr. Jonansen. Do I understand that that situation was different 
from the Defense situation ¢ 

Mr. Suorr. Yes. 

Mr. Cox. You may be interested that the GAO checked our figures 
and agreed, too, that our rates were reasonable. 

Mr. Davis. I would like to have it for this record. 

Mr. Suort. Training contracts are another kind. 

Contracting out for training of military and civilian personnel of 
the Department of the Army is not resorted to for the development of 
skills or knowledge that can be attained through established in-house 
resources including the facilities of Army service schools (such as 
the Ordnance Guided Missile School, the Signal School, the U.S. 
Army Management School and the U.S. Army Finance School). 

Mr. Gross. You would make an exception for the management 
school, would you ? 

I would not pursue that but you would make an exception, would 
you? 

Mr. Jonansen. Was that a Department of Army or Department of 
Defense decision ¢ 

Mr. Suorr. That is Department of Defense. They do have a school 
over here. 

Mr. JoHansen. I will not pursue that. 

Mr. Suorr. During fiscal year 1959, civilian employees received 
457,822 man-courses of in-house training. 

By comparison, 7,380 employees received training under contractual 
arrangements of which 73 percent, or 5,373 employees, received train- 
ing in scientific and engineering subjects. Contract training also is 
provided to selected military personnel to meet the Army’s require- 
ments for officers who are fully qualified in their military skills but 
who also have sufficient intel training in normally civilian spe- 
cialties to recognize and cope with problems related to their military 
duties. Such requirements have developed as the result of increased 
emphasis on improved business management systems and the necessity 
to have a capability for working with civilian scientists, translating 
military requirements into scientific terms, and directing research 
and development in military fields, For <a there are a total 
of 440 officers currently pursuing scientific and engineering courses 
of 20 weeks or longer duration at civilian educational institutions. 
An enlisted civil schooling program is also in effect which permits 
study in various fields to meet job requirements. Individuals may be 
sent to civilian schooling up to 2 years during any one enlistment on 
the basis of a prior agreement to a 2 for 1 return in obligated service 
for each year of training received. Currently there are 283 enlisted 
personnel in this program, 255 of whom are studying physical sciences. 

Functional training, through a manufacturer’s factory service 
school, is also secured under contractual arrangements to develop 
greater skill and knowledge of selected personnel responsible for 
inspection, maintenance, and operation of major military items of 
complex design produced by the manufacturer. i 

That happens in the State of the gentleman from Michigan. 

T am sure he is acquainted with this type of training and it may 
be illustrated by contracts in effect for missile instructional services, 
and complex electronics equipment and systems. In addition the 
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Army contracts for the training of pilots in fixed-wing and rotary- 
wing (helicopter) flying, and ROT é and instrument flight services. 

There has not been any material increase in the use of this tool 
during the past 2 years. 

Management contracts: The Department of the Army does not 
have any contracts requiring managerial control or technical direc- 
tion by a contractor over other defense prime contractors, or which 
vest in the contractor the use of discretionary authority required to 
be exercised by an official of the Government. 

Contracts for service functions: The Department of the Army 
has various missions which can be accomplished more effectively, 
either in whole or in part, by commercial firms, which do not require 
inhouse capability and which to some extent would represent competi- 
tion between industry and Government if performance was accom- 
plished by direct-hire employees of the Army. The following are 
representative of the types of services acquired through contractual 
arrangements of this type: refuse collection and disposal, disposal 
of solvents, maintenance of office machines and equipment, elevator 
maintenance, microfilming, shell loading, packing and crating of 
household effects, care of remains, school bus transportation, repair 
of radio controlled aerial targets, maintenance of aircraft, and insect 
and rodent control. 

Contracts for management surveys and engineering studies are 
utilized in those situations where the facilities of the Department of 
the Army are not adequate for the performance of the work or when 
an independent viewpoint is determined to be necessary in the result 
to be attained. Responsibility for review and approval of such con- 
tracts has been and will continue to be at the secretarial level. Three 
such contracts are currently in effect. 

The Secretary of the Army is authorized by law (section 601, Public 
Law 86-166 and 5 U.S.C. 55a) to secure temporary or intermittent 
service of experts or consultants by contract when he considers it 
advantageous to the national defense, and if, in his opinion, existing 
facilities are inadequate, which covers many of the points which we 
have just been discussing here in the past hour. 

Such contracts are approved at the level of the Assistant Secretary 
of the Army, except for those involving personal services of alien 
scientists, experts and consultants in designated fields who perform 
outside the CONUS, and those pertaining to services of actors, nar- 
rators, and stenographic reporting services in designated activities. 
Authority for awarding contracts in those excepted categories is dele- 
gated but requires the same determination as to adequacy of Army 
facilities and advantage to the national defense. If we do not have 
the facilities, if we can get the job done more cheaply by someone 
outside the Army, of course, that is the way we get the job done, 

Mr. JoHANSEN. May I ask one generalized question, Mr. Secretary? 
At the outset of your testimony, you showed decreases, net actual de- 
creases in the civilian personnel. To what extent, if any, have those 
decreases been offset, to your knowledge or judgment, by new con- 
tracting out of functions in lieu of civilian personnel ? 

Mr. Suorr. Colonel Reniker. 

Colonel Renrxer. Sir, there are no specific detailed reports which 
show precisely how many people are under contract at any one time 
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for the reason that authority for much of the contracting for such 
things as custodial services, and so on, is delegated to the level of com- 
mand where the determination should be made, based on the mission 
required to be performed by that comimander. 

We would not indicate to this committee that there are not some 
instances in which contracts may have replaced civilian employees. 

Example: For Devens. Example: St. Louis. However, our policy 
as now written and a copy of which has been furnished to the com- 
mittee precludes this being done now without a determination at De- 
partment of Army Headquarters level so that there would be minimum 
displacement of Federal employees by contracting under this policy. 

We cannot, sir, give you a figure and say that of the 14,000 net 
decrease in fiscal 1959, blank number of them were displaced by 
contract. 

Mr. Jonaxsen. Would the fact that it is now going to be trans- 
ferred to the secretarial level make such information available 
subsequently 

Colonel Rentker. Checking this with Mr. Willey, in my opinion 
this would be possible in the future. For the most part, there may be 
some exceptions, but, generally speaking, it would be possible in the 
future to advise how many people were displaced because the decision 
would rest at a level where a tabulation could be kept. 

Mr. Jonansen. Is it your idea that an offset in terms of contracting 
functions is not substantially large in relation to the reduction ? 

Colonel] Reniker. Certainly not, sir. 

Mr. Jouansen. Is there any substantial offset of this reduction of 
civilian personnel by transfer of duties to uniformed personnel ? 

Colonel Reniker. Sir, with reference to the displacement. of civil- 
ian employees by military personnel, as the statement which has been 
provided to the committee indicates, our policy provides that to 
the maximum extent practicable within funds and ceiling limitations, 
we will utilize civilian employees in all positions which do not. re- 
quire military personnel for valid reasons and we state those reasons 
in the policy. 

Again, there are instances where a commander must perform his 
mission and he has no choice under the number of civilian employees 
available to him, or the funds that are available to him to pay civil- 
ian employees, in some cases which we would regard as only of the 
utmost necessity, to displace civilian employees by utilizing military 
personne] when he takes a reduction. 

Again, we keep no running record of these for the reason that 
our personnel management is decentralized and it would be a terrific 
reporting requirement upon the field, but we would state categori- 
cally that this displacement of civilian employees, when related to 
the 14,000 net reduction in fiscal 1959, was not appreciable. 

Mr. Jonansen. I appreciate that, Colonel, and I am sure Mr. Sec- 
retary, having sat on this side of the table, you understand that 
our concern is in terms of net cost to the taxpayer. 

Mr. Snort. That is right. 

The use of contract technicians: A contract technician is an em- 
ployee of a manufacturing, engineering, or consulting commercial 
or industrial organization obtained by the Government on a non- 
personal service contract basis to provide maintenance and engineering 
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services as a working adviser on the installation, operation, and main- 
tenance of equipment—not necessarily the product of any one manu- 
facturer—used or supported by the Department of the Army. 

The rapid technological advances to weapons and military equip- 
ment have resulted in pressing needs for personnel who possess the 
necessary skills in the operation and maintenance of the complex 
items. The Technical Services of the Army do not posses the in- 
house skills to the extent necessary for effective accomplishment of 
urgent training, operation, and maintenance activities. The use of 
contract technicians is primarily employed during the initial stages 
of the introduction of new weapons or equipment. into the Army or 
to train local national personnel of foreign countries in the estab- 
lishment of shop facilities and in the development training pro- 
grams that cover all phases of maintenance and operation of such 
facilities, as well as complex systems and military weapons and 
equipment, furnished under the military assistance program. 

We have to develop them. We try to maintain them but when you 
do not possess them you have to go outside. 

Contract technicians are used in such occupational areas as engi- 
neering (radio, radar, aircraft, wire communication, railways, and 
production), instruction, maintenance, electric power generation, 
liquid oxygen uses, construction equipment operation, and plant op- 
eration (production). 

Control of contractor expense item: The control of defense con- 
tractor’s expense items such as salaries, recruiting costs, training, and 
other contractor employee fringe benefits is effected by the follow- 
ing means: 

(1) During the negotiation of a new contract, whether cost type 
or fixed price type, the contracting officer through his negotiating 
team closely scrutinizes the contractor's proposal to determine the 
allow: ability of specific costs and the overall reasonableness thereof. 
Included in such costs are those for salaries, recruiting, training, and 
other employee fringe benefits. 

Mr. Davis. Right there, we run into a lot of trouble by reason of 
the fact that these cost plus contractors pay, in some instances, as much 
as twice the amount of salaries that the Government can pay to its 
skilled people. 

Do you pay a lot of attention to that? 

Mr. Suorr. We certainly do because I suppose it is human nature, 
it isa mean streak in human nature that the more you spend the more 
you make. They have to be very carefully w atched and examined and 
checked and the Army is doing that to the very best of its ability. 

Mr. Davis. That is a very important item right there. 

Mr. Suorr. It is very important because we learned through sad 
experience, particularly in the early days of World War II, what a 
tremendous cost and waste of funds occurred under that type of 
contract. 

That is the reason we try to get away from the cost-plus-fixed-fee 
contract to open competitive bidding and, as a general policy, the 
Army follows that. 

It is only in these new unexplored fields when a new weapon is in 
an experimental stage that it is next to impossible to have the competi- 
tive bidding and we are forced, because of the very nature of the 
problem, to resort to a negotiated contract. 
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Uniform treatment in the allowance of contract costs is provided 
for through the cost principles and procedures in section XV of the 
Armed Services Procurement Regulation. As a general rule wage 
and salary rates are compared for reasonableness with rates paid for 
similar jobs or positions in forms or like status and within the general 
area from which the contractor must look to for manual, technical and 
administrative employees. As a further control, the contracting of- 
ficer may obtain biographical sketches of persons holding key or 
highly paid positions to determine the ability of the employee and the 
potential value of his contribution to the contract on the basis of the 
compensation to be paid. 

Under the cost-type contract the contractor periodically submits 
vouchers for reimbursement of sums paid in the performance of the 
contract. These vouchers are audited in detail by a Government audi- 
tor and any costs not considered reimbursable under the terms of the 
contract (which includes the cost principles and procedures) , or which 
appear to be excessive, unreasonable, or not allocable to the contract, 
are referred to the contracting oflicer for determination as to allow- 
ability. 

So you do have very close inspection. 

Then on inspection of defense contractor work, Department of 
Defense policies establish that contractors are responsible for: (1) 
adequate control of quality; (2) performance of examination and 
tests set forth in specifications; and (3) maintenance of records in 
‘operation of contro] of quality. 

Positive plans have been developed and are being actively followed 
to convert the entire Army system so that acceptance inspection and 

uality control will utilize the concept of contractors’ responsibility 
or quality control and proving the adequacy of the equipment they 
supply. 

Mr. Davis. I would like to discuss with you for just a moment the 
paragraph just above that in your long statement : 


When the contractor’s quality history indicates that his system warrants such 
action, the amount of inspection by Army inspectors is reduced. 

We have had information to the effect that the Defense Department 
has been permitting to some extent the producers to do their own in- 
specting. We had quite a round here this morning about that with the 
Navy. 

What is the situation with reference to that in the Army? 

Mr. Suorr. I am glad the chairman caught that paragraph because 
I did miss it. I wanted to make sure that the Army does not stop 
inspecting work done by these contractors. Mr. DeAtley here, the 
Assistant Chief, Standards Branch, Procurement, Division of 
ODCSLOG, can speak to that point. 

Mr. DeAtiey. The paragraph in question was intended to mean the 
following: 

We have statistical sampling plans which are put in a militar 
standard which is identified by the number 105, It provides the basis 
for taking by statistical methods samples of the product which is 
offered by the contractor for our checking of his quality. 

This set of tables has three levels that we can use which control the 
size of the sample taken and consequently the size of our workload. 
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Depending on the contractor’s quality history, we use one of those 
three plans. 

When his history is good, then our inspection is reduced. 

There was no intention in the paragraph to relate what the con- 
tractor’s workload is to ours. 

Mr. Davis. How much is your inspection reduced ? 

Mr. DeAttey. Sir, in calendar 1958, our inspection personnel was 

reduced about 514 percent as compared to the overall reduction figures 
which have been furnished to you. It is difficult to say which one of 
several procedures is responsible for this. 
_ We have, for example, a policy of the Department of Defense that 
in a contractor’s plant only one inspector actively will be present. 
They will do the acceptance inspection for all contracts that are lo- 
cated at that plant. 

This means, for example, that in plant A, we may inspect for the 
Air Force or Navy. In another plant they will inspect for us. 

Mr. Davis. We had some instances in the testimony by the Navy 
inspection group that the producer had 104 inspectors doing his in- 
specting and the Navy had only 35, I believe it was, to do the corre- 
sponding inspection for the Navy. 

Do you have any such percentage ratio in the Army as that ? 

Mr. DeAttey. Sir, it would be impossible to speak generally to 
that for all commodities. There is much variation In inspection a 
for difficult commodities. For example, the Department of Agricul- 
ture does inspection for us on grades of beef. All our inspectors do, 
actually, is fill out an acceptance form for the quality if the Depart- 
ment of Agriculture man has actually done all the work. 

On an engine, for example, it is necessary for the contractor to 
inspect tolerances and crankshafts, pistons, et cetera. If we are buy- 
ing engines we would not go in and attempt to re-do all of these in- 
spections. We would do a performance inspection on the engine as 
a whole, possibly on a test block and, from the results of that, 
determine the acceptability of the engine. 

Mr. Davis. Do you have a system that you are convinced gives you 
adequate, thorough, complete inspection ? 

Mr. DeAttey. Sir, we are putting such a system into effect. We 
have been at it about 5 years now. We hope to write into every 
specification the testing which is to be done by the contractor to ascer- 
tain that what he gives us is adequate and then our procedures for 
checking on the adequacy of his quality control will be spelled out as 
well. 

We have many areas covered already. 

Mr. Aurorp. Mr. Chairman. Just as a matter of interest although 
it is such a minute point, did I understand that the Department of 
Agriculture inspects all of the meat for the Army ? 

Mr. DeAttey. They do post and ante mortem inspection by law. 

Mr. Atrorp. The Veterinary Corps is not inspecting any more? 

Mr. DeArttry. We have a Veterinary Corps and do inspection of 
meat products but I was trying to convey that, when you try to relate 
numbers of inspectors doing various types of work, it varies with every 
type of commodity. 
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Mr. Gross. How many veterinarians do you have in the Army now? 
__Mr. DeArtey. In the last count, the total corps was about 1,700, 
if I remember. I would like to furnish that for the record. That is 
worldwide, sir. 


(The information follows :) 


FUNCTIONAL DISTRIBUTION OF VETERINARY OFFICER 


AND 


ENLISTED FOOD INSPECTION PERSONNEL 


(Projected 3 Jun 55} 


OVERSEA OPERATIONS*, 


82 Of. EDUCATION AND 
367 EM TRAIAING 
449 Total 


INSPECTION AND PROTECTION OF 
MILITARY OWNED FOODS; 
SANITARY INSPECTIONS; 
POST, GAMP, AND STATION DUTIES 
187 Off. 
492 EM 
879 Total 


CLASS 4 on INSPECTION 
4 


207 Total 


CLASS 3 ORIGIN 
FOOD INSPECTION 
(to be retained by VC) 
47 Off. 
156 EM 
203,Total 


Total Officers 476* 
Total EM 1349* 


*Includes 23 officersand 98 EM to be released.| 


CURRENT DATA 


ENLISTED MEN (MOS 934) 


World Wide - 1210 ) 
CONUS - 812 ) Projected as of 31 Jan. 1960 
Overseas - 
OFFICERS 
Total Veterinary Corps - 424* ) 
Number in Research - 80 ) As of 4 Dec. 1959 
Number in Laboratories - 10} 


*will be 400 on 30 June 1960 


EM 
129 Totel 
& 
161 EM 
LASS 3 
(assigned 
to USDA) 
98 EM 
121 Tota 
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Mr. Gross. What do they do? 

Mr. DeAttey. Sir, their activities are quite varied. Many of them 
are assigned to classified projects of determining the effect of various 
types of radiant energy on animals that are tethered during the tests. 

Others are engaged in determining the effect on animals of various 
CBR. The information which I will provide will cover this. 

Mr. Gross. You do not have any polo ponies left in the Army, do 
you 

Mr. DeAttey. I hope not, sir. 

Mr. Gross. You do not have many riding horses ? 

Mr. DrArtry. Some time ago we furnished for the Government 
Operations Committee, I believe, a breakdown of the corps showing 
just how many were engaged in each of their various activities, 

Mr. Gross. Do they take care of pets belonging to military person- 
nel? 

Mr. DeAtiey. Not asa matter of policy; no, sir. 

Mr. Gross. Not as a matter of pilicy. How about it as a matter of 
practice ? 

Mr. DeAttey. A veterinarian on a post overseas would be expected, 
if a military man’s pet was in need of attention, to do this for them if 
required, and there was nothing else available: but, as a matter of 
right, there is no responsibility on the part of the Veterinary Corps 
to furnish such service to the military personnel. 

Mr. Gross. Some time ago, Navy enlisted men were complaining 
because they had to take care of pets on Army transports. 

Mr. DeAtiey. Policies with respect to the Veterinary Corps in this 
respect are spelled out, and I would be happy to get a copy for the 
committee. 

(The information follows :) 

ASSISTANT SECRETARY OF DEFENSE (HEALTH AND MEDICAL), 
Washington, D.C., August 19, 1958. 


Memorandum for The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force. 
Subject: Utilization of veterinary personnel in the Armed Forces. 


On June 11, 1958, the Secretary of Defense instructed me to “review the present 
organization of the Veterinary Corps in the Army and Air Force and the number 
and status of the veterinarians required in the Department of Defense.” An 
ad hoe committee was appointed including representatives of the three depart- 
ments, the Assistant Secretaries of Defense Comptroller, Manpower, Personnel, 
and Reserve, and Supply and Logistics, with the Assistant Secretary of Defense 
(Health and Medical) as chairman. The report of this committee was submitted 
on August 5, 1958, to the Secretary of Defense and has been approved by him. 
A memorandum from his office dated August 11, 1958, requested that I “take 
the necessary actions to implement the recommendations contained in the re- 

The committee recommendations are: 

“It is recommended that the missions and functions of the Army Veterinary 
Corps and Air Force Veterinary Service continue substantially as at present 
with no significant transfer of inspection functions to the Department of Agricul- 
ture. It is further recommended that appropriate Department of Defense direc- 
tives be revised to clarify the responsibilities of the military veterinary services, 
for subsistence inspection and to provide for a more uniform utilization of vet- 
erinary services throughout the Department of Defense.” 

Instructions contained in DOD memorandum dated October 1, 1957, relating 
to this subject are modified as follows: 
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1. Inspection and grading services required for Department of Defense sub- 
sistence items will be retained as at present in the veterinary services of the 
military departments. 

2. Laboratory work in connection with food-borne diseases and animal diseases 
control research, including participation in appropriate military medical research 
development projects, will be retained in the veterinary services as presently 
established. 

3. Medical care for public animals will continue as at present. 

4. Veterinary care for private pets is discontinued except as a protective 
measure for the health of other animals and humans. 

Commissioning of veterinarians will continue in accordance with existing 
Army and Air Force regulations. 

FRANK B. Berry, M.D., 
Assistant Secretary of Defense (Health and Medical). 
CHARLES C, FINUCANE, 
Assistant Secretary of Defense (Manpower, Personnel, and Reserve). 

Mr. Davis. Mr. Secretary, did you want to go any further with 
your prepared statement ? ; 

Mr. Sort. With your permission, I would like to skip to page 31. 
I do not want to trespass on your time and patience. Ae 

I wanted to speak, in closing, regarding the checks on utilization of 
our personnel that we make. _ 

Regarding checks on utilization of personnel, the procedures for 
checking on the controls of manpower and utilization of manpower in 
the Army are of continuous concern to the Army staff. The proce- 
dures which we now use for checking include the following: 

(a) Inspections and visits. As an example, under the title of in- 
spections, the Inspector General of the Army at the Department of the 
Army level and at all command echelons below that level in the major 
commands, has specific guidance on areas of emphasis upon which it 
has been determined there would be checks made to determine whether 
or not manpower is being malutilized. The same thing is done in the 
personnel management area to determine whether malutilization or 
malassignment has occurred. 

(4) Reports of the manpower used related to the workload per- 
formed in specific functions in the supporting forces are evaluated as 
a part of the process of determining manpower requirements. By 
comparison with criteria established by long experience in perform- 
ance of these functions, the Army staff appraises the requirements for 
manpower and provides a double check upon the use or intended use of 
personnel. 

Mr. Jonansen. I think, Mr. Secretary, that that is very important 
as a direct proportion between the number of personnel and the output, 
the workload. 

Mr. Snort. That: is right. 

Mr. Jonansen. I think that is the heart of the problem of man- 
power utilization control and that is the reason the committee has so 
long emphasized the functional approach to this problem. 

Mr. Suorr. That is right. We have a number of checks. I think 
these checks of the utilization of manpower and the control of it are 
really admirable and it is working out most satisfactorily. 

We do not depend upon just one or two or three reports or checks. 
A third check is made by manpower utilization surveys. These peri- 
odie on-site evaluations provide a means for establishing manpower 
requirements and appraising utilization. They provide an objective 
review of missions, organizational structure, available facilities and 
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workload, and an exchange of experience in improved use of manpower 
between installations. 

A fourth procedure for checking on manpower utilization is the 
systematic periodic review of documents which reflect the authorized 
and programed use of personnel. By approval and recurring review 
of these personnel tables of organization and distribution, the Army 
staff and major commanders identify deviations from established 
staffing criteria and direct correction to improve the use of personnel. 
The reviews involve close scrutiny of the numbers, grades, and skills 

uired. 

fifth check is through personnel management surveys. In these 
surveys evaluation is made of compliance with policies, programs and 
standards of the Army and external control agencies. As needed, 
corrective action is directed. The personnel management survey also 
serves to keep the Secretary of the Army and the Chief of Staif in- 
formed of the status of civilian personnel management throughout 
the Army and provides a basis for further program planning. 

A sixth check upon the use of personnel is command supervision at 
all levels. And, in my opnion, this is the most important. It is com- 
mand supervision at all ake 

Through publications and personal emphasis in conferences and 
during visits to Army commands great emphasis is being given to 
using the minimum number of the right kinds of personnel in all 
functions. 

Dual staffing: As has been reported to you in previous hearings, the 
Army recognizes that the potential for dual staffing or duplication of 
effort warrants establishment of a firm policy and procedures for de- 
tection and correction of such malutilization. As included in a pub- 
lished regulation the Army policy is to establish a single, identifiable 
line of command authority and responsibility and avoid duplicate 
staffing of supervisory positions. The directive provides that the 
number of supervisory positions will be determined solely by the 
workload requirements. 

Cognizant that a published policy may not be uniformly imple- 
mented, the Army has charged its manpower survey teams and those 
responsible for control functions at all levels of command to employ 
several procedures to, among other purposes, identify and correct 
instances of dual staffing. 

Mr. Davis. I think that was a very wise precaution to take, to go 
beyond publishing the policy and follow it up with these other survey 
teams. 

Mr. Suorr. Right on the site and they report back and doublecheck. 

Mr. Davis. Yes, indeed. 

Mr. Suorr. To determine the effectiveness of our procedures and to 
gather examples of the trend of dual staffing we have reviewed 82 
manpower surveys. The representative surveys confirm that com- 
manders are attentive to precluding or identifying and correcting 
dual staffing. As reflected in the review the incidence of dual staffing 
is infrequent. There are too many. The reviews revealed 18 in- 
stances of dual staffing in which some combination of military and/or 
civilian personnel was performing duplicate functions. 

Mr. Davis. It will creep in. 
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Mr. Suorr. You have to keep an eagle eye. We have made some 
progress, not as much as we need to and should but we are pleased 
with the trend and the improvement that has been made. 

Mr. Gross. In those 18 instances, was there a multiplicity of dupli- 
cations or 18 as represented by two persons? 

Colonel Renrker. These were 18 individual instances. They may 
have involved three or four personnel in some instances but most were 
one man duplicating another. 

However, the Army recognizes that duplications of functions in- 
volving more than two persons can also exist and therefore we check 
on both. 

Mr. Gross. Thank you. 

Mr. Suorr. Mr. Chairman, this concludes the discussion of specific 
subjects. In the year since your hearings in December 1958, the 
Army has again reviewed its manpower policies and has found these 
to be basically sound. Continuous emphasis has been placed upon 
these policies and their application throughout the Army. It is rec- 
ognized that in all large widespread organizations, instances of mal- 
utilization of personnel do occur. For this reason we place emphasis 
on checks upon manpower policies and the utilization of personnel. 
These checks are provided by inspections, evaluation of reports, sys- 
tematic review of tables of organization and distribution, and most 
important of all—command supervision at all levels. Based upon all 
available information gained through these checks, we find instances 
of malutilization of manpower to be infrequent. When instances of 
misuse of manpower have been revealed we have initiated prompt 
action to correct both the specific malutilization and, when appro- 
priate, the conditions which have caused it, where applicable, and 
prevention is much better than cure. 

You are assured that the Army appreciates your continuing inter- 
est in assisting us to do better with the limited manpower available. 
Our purpose today has been to reciprocate by a full report of the 
current status of our problem and the progress of efforts to improve 
the utilization and management of personnel. 

And I want you and the members of your committee to know that 
the Army appreciates very much the committee’s action in having the 
GAO cover this field and explore it and the checks that they have 
made, I think, will redound to the benefit not only of the Army but 
of all governmental] agencies. 

Mr. Davis. Mr. Secretary, let me, on behalf of myself and of the 
members of the subcommittee, express our sincere appreciation for 
the very frank statement which you have given us, the way you have 
dealt with these problems of great importance and the information 
which you have left with us. 

We thank you very much for coming and being with us today. I 
also want to congratulate you upon the effective results which you 
are obtaining. 

Mr. Snort. Thank you. I think we are making progress in this 
field. We havea long way to go. 

Mr. Davis. Yes, indeed. It looks to me like you are on the way, 
though. 

Mr. Suort. Thank you. 
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Mr. Davis. We will convene again at 10 o’clock in the morning 
when we will hear representatives of the Department of the Air 
Force. 

(Whereupon at 4:30 p.m., the hearing was adjourned, to recon- 
vene at 10 a. m., Wednesday, December 2, 1959.) 


MANPOWER UTILIZATION IN THE FEDERAL 
GOVERN MENT 


WEDNESDAY, DECEMBER 2, 1959 


House or RepresENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION 
OF THE CoMMITTEE ON Post OFFIce AND Crvit SERVICE, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a.m., in room 215, 
House Office Building, Hon. Ralph J. Scott (acting chairman of the 
subcommittee) presiding. 

Mr. Scorr. The subcommittee will come to order, please. 

This morning we are continuing our public hearings on manpower 
utilization which were started on Monday. We are happy to have 
representatives from the Air Force with us today, Mr. Lewis Thomp- 
son, Special Assistant to the Secretary of the Air Force for Man- 

ower, Personnel and Reserve Forces, and Gen. Thomas J. Gent, 
irector of Manpower and Organization. 

Mr. Thompson, I believe you have a statement. 


STATEMENT OF LEWIS S. THOMPSON, SPECIAL ASSISTANT TO THE 
SECRETARY OF THE AIR FORCE FOR MANPOWER, PERSONNEL 
AND RESERVE FORCES; ACCOMPANIED BY BRIG. GEN. THOMAS J. 
GENT, JR., DIRECTOR OF MONPOWER AND ORGANIZATION, USAF; 
COL. AUGUSTUS A. RIEMONDY, CHIEF, PRODUCTION DIVISION, 
DIRECTORATE OF MAINTENANCE ENGINEERING; COL. WILLIAM 
R. GRAHAM, CHIEF, CONTRACT MANAGEMENT DIVISION, DIREC- 
TORATE OF PROCUREMENT AND PRODUCTION, AIR MATERIEL 
COMMAND; COL. WILBUR W. ARING, DEPUTY DIRECTOR OF PER- 
SONNEL PLANNING; COL. MILLARD A. LIBBY, ASSISTANT FOR 
FIELD AND INTERNATIONAL RELATIONS, COMPTROLLER OF THE 
AIR FORCE; MADISON B. SMITH, CHIEF, BUDGET AND CIVILIAN 
CONTROL BRANCH, DIRECTORATE OF MANPOWER AND ORGANI- 
ZATION; AND WILLIAM A. MORRILL, SUPERVISORY MANAGE- 
MENT ANALYST, CONTRACT SERVICES BRANCH, DIRECTORATE 
OF MANPOWER AND ORGANIZATION 


Mr. Tuomrson. Thank you, sir. 

Mr. Chairman and members of the committee, I am sure that you 
all are probably more fully aware than I of the vast complexity of 
manpower management. I have not been at this job too long, as yet, 
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but I believe that I have by now received a baptism by total im- 
mersion. 

We in the Air Force are controlled, as you well know, by both 
manpower and financial ceilings. Within these limitations we try 
to make the best use of our overall assets, but we are continually con- 
fronted with new concepts and new weapon systems which further 
complicate the management problem. 

As an example of what I’m trying to say, it now appears that re- 
enlistments in some of our nontechnical career fields such as motor 
transportation, air police, and food service, have been higher than we 
need. Asa result, under a fixed military manpower ceiling, we find 
an imbalance in our career airman mix, with too few spaces left to 
meet our highly technical skill requirements. 

These nontechnical jobs could be equally well filled by one-term 
enlistees who are usually not married or have small families, and 
considerable funds could be saved in the caring for the ever-growing 
number of dependents. We are now restricting the numbers of re- 
enlistments in these career fields. 

This is an area that is being diligently explored but also one that 
we did not foresee clearly in the past. 

At the moment we are studying a number of possible manpower 
management actions, of which my example is one. 

The trend in numbers of personnel filling Air Force positions dur- 
ing fiscal year 1959 continued downward. 

In fiscal year 1959 we were originally given an employment goal 
by OSD of 320,300. As a result of the President’s directive to reduce 
2 percent of employment, this figure was reduced to 314,700. We 
ended the year with an on-board strength of 313,500. 

OSD’s original guidance to us for fiscal year 1969 was that we would 
remain level with their fiscal year 1959 guidance of 314,700. Since 
that time we have received another directive calling for 2 percent 
reductions in the Department of Defense as a whole. We have sub- 
mitted an orderly phased plan to OSD which would reduce us to 
approximately 312,700 people by June 30, 1960, and the remainder, 
an amount exceeding 2 percent, to come out during fiscal year 1961. 

The trend in numbers of personnel filling Air Force positions dur- 
ing fiscal year 1959 continued downward. The total number of U.S. 
citizen employees remained approximately the same at 291,650 on 
June 30, 1959, as it was on June 30, 1958, However, a reduction of 
2,300 direct hire, 01, noncitizen employees and 6,250 indirect hire, 07, 
foreign nationals resulted from program reductions in overseas com- 
mands. The number of military personnel on board on June 30, 1959, 
was 1,337 officers and warrant officers and 29,384 airmen less than the 
preceding year. 

At present the planned civilian direct hire employment for the 
6-month period since June 30, 1959, is that total on-board strength 
will remain constant at 313,500. It is expected that direct-hire em- 
plovment for end fiscal year 1960 will be 312,700. 

Mr. Gross. Are you correcting your figure to make it 312,000? It 
is 313,000 in your statement. 

Mr. Tompson. Approximately it would be around 313,000 is what 
I had in the statement. And going back, sir, to the paragraph prior 
to this, which you don’t have, in my statement which I inserted, I said : 
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. Which would reduce us to approximately 312,780 by June 30, 1960, and the 
remainder, an amount exceeding 2 percent, to come out during fiscal year 1961. 


May I proceed, sir? 

Mr. Gross. Yes. Thank you. 

Mr. Tuomeson. Between December 31, 1959, and June 30, 1960, a 
reduction of approximately 2,000 in Air Force regular functions will 
occur. A normal December to June rise of some 1,400 occurs in func- 
tions directly related to seasonal workloads. Therefore, the net on- 
board direct hire strength on June 30, 1960, will be about 500 less than 
June 30, 1959. 

Mr. Scorr. Mr. Thompson, how does your current civilian employ- 
ment compare with June 1957 and 1956 ? 

Mr. Tuompson. In June 1957, sir, it was 340,526, and in 1958 it 
was 315,806. 

May I proceed, sir? 

Mr. Scorr. Yes, sir. 

Mr. Tuomrson. The Air Force employs approximately 7,500 of its 
U.S. citizen civilians overseas. In addition, another 6,500 are em- 
ployed in Alaska, Hawaii, Puerto Rico, and Guam. The average tour 
for these people varies from 18 months to 3 years, depending on the 
desirability of the particular location. 

The geographical location also materially affects the ability to re- 
cruit qualified personnel. U.S. civilians are employed overseas in 
basically the same functions that they perfom in the continental United 
States. Maximum utilization is made of personnel available locally in 
the interest of good management and economy before U.S. citizens are 
either transferred from or recruited in the United States. 

Since 1955, the Air Force has administratively granted reemploy- 
ment rights to all career and career-conditional employees in the 
United States who are selected for overseas assignments. Air Force 
regulations provide the strongest guarantee available within the Air 
Force authority, but they cannot provide the employee complete assur- 
ance of satisfactory placement, particularly if he is a nonveteran. An 
adequate guarantee can only be provided by statute, such as the legis- 
lative proposal last forwarded to the Congress by the Deputy Secretary 
of Defense on February 10, 1959. 

The Air Force reply to your letter dated August 24, 1959, included 
detailed information on differentials and allowances provided for over- 
seas civilian employees and discussed the so-called fringe benefits made 
available to them. By Department of Defense and Air Force policy, 
encouragement is given the development of the military-civilian one- 
team concept in working relationships and equitable treatment in the 
allocation of on-base facilities and services overseas. 

In regard to changes in the classified grade structure, there has been 
a steady increase in the percentage of graded positions in the Air Force 
at grade GS-11 and above. The reasons for this increase are basically 
the same each year; new and more complicated weapon systems, im- 
—— management systems, the unavoidable impact of private in- 

ustry in changing civil service standards and a general improvement 
in the competence of the civilian staff of the Air Force. We expect this 
trend to continue, however, at a slower rate in view of the continuing 
rapid changes both within and without the Air Force, 
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We have examined our controlling regulation, Air Force Regula- 
tion 26-4, and are implementing some basic changes designed to 
tighten the control on the high-graded positions. General Gent will 
elaborate on these controls in his statement. 

Mr. Scorr. Mr. Thompson, to what extent would you say that the 
pay scales maintained by the defense contractors has caused the Air 
Force grades to rise? 

Mr. THompeson. I wouldn’t know, Mr. Chairman, how to evaluate 
that. It certainly has had some effect. It is bound to have had. 

I think that very probably, though, the fact that we have gone into 
more automation and have thereby reduced the need for the lower 
grade pencil pushing, if you want to call it that, those types, has in- 
creased the need for supervisory higher graded types who are com- 
petent to operate the automation machinery. 

Mr. Scorr. Thank you. 

Mr. Jowansen. Mr. Chairman, before we proceed, I wonder, Mr. 
Thompson, if you can clarify a point that is lastlenrinae me, and, Mr. 
Belen, we may need help from the staff on this. I am trying to get 
a clear picture as to the comparative number of civilian employees 
at June 30, 1959, as against 1958. 

Do I understand that you are using a figure of 291,650 as of June 
30, 1959? 

Mr. Tuompson. Of U.S. citizens, direct-hire U.S. citizens. I be- 
lieve this is the correct figure, sir. 

Mr. Jonansen. What I am trying to reconcile is that figure, Mr. 
Belen, as against the 312,965 which is listed in this chart No. 1. 

Mr. Beten. It is probably the difference between U.S. citizens and 
non-U.S. citizens. Is that the difference? 

Mr. THomrson. Yes. 

Mr. Brien. They hire a number of foreign nationals overseas who 
are listed as employees, but he is making a distinction. 

Mr. JoHansen. What is your testimony as to the total reduction of 
civilian personnel between June 30, 1958, and June 30, 1959 ? 

Mr. THompson. Sir, let me put it this way: The onboard figure at 
June 30, 1958, was 315,806; at June 30, 1959, 313,466. 

Mr. JouHansen. What is that differential? I did not get those fig- 
ures down. 

Mr. Tuompson. It is about 2,200, sir. 

Mr. JoHansen. Was there any reduction of what we refer to as the 
paper type in the number that you would have had under the appro- 
priations for fiscal 1959? 

Mr. Tuompson. Yes, sir. We would have had under the program 
314,700. 

Mr. JoHansen. So that in addition to the actual reduction of about 
2,500, there would have been an additional reduction of what? Two 
or three thousand ? 

Mr. Tuomeson. This gets complicated, Mr. Johansen. I would 
like to ask Mr. Smith to try and clarify that, if I may. 

Mr. Jouansen. Thank you. 

Mr. Smiru. Sir, I am not sure I understand the question that you 
are asking now. 

Mr. JowaNnsen. The President’s directive regarding a 2-percent 
reduction was applied against the total number of personnel that 
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could have been hired under the appropriations for that purpose for 
personnel for fiscal 1960, I believe. 

Mr. THompson. Allow me, sir, if I may, to correct my statement. 

The 1959 program originally from OSD was 320,300. The 2-per- 
cent reduction brought the figure down to 314,700 and we onded: up 
with 313,466. 

Mr. JomaAnsen. In other words, there was an actual reduction of 
about 1,300? 

Mr. Tuomeson. From the original program, sir, it is a reduction of 
about 7,000. 

Mr. JoHANsEN. However, the actual reduction, the kind of reduc- 
tion that results in less payroll, was about 1,300? 

Mr. Trrompson. Yes, sir. 

Mr. JoHANseN. That is the distinction that I wanted to get clear in 
the record, so that while you didn’t achieve 2 percent of actual reduc- 
tion, you did achieve some actual reduction over the 2 percent paper 
reduction ? 

Mr. Tuomrson. Yes, sir. 

Another way of looking at this would be if we had not been doing a 
management job in cutting down we probably would have been some- 
where near the 320,000 which was programed, but which we had 
never been at. 

Mr. JoHansEN. I am anxious to get the distinction between the two 
because it recognizes the fact that there has been more than a paper 
cut ? 

Mr. THompson. Yes, sir. 

Mr. JoHansen. Thank you. 

Mr. Smirn. Could I clarify one point, sir? 

Mr. JonaNnsen. Surely. 

Mr. SmiruH. Were you speaking of fiscal year 1959 or fiscal 1960? 

Mr. JoHANSEN. Fiscal 1960 I believe was the one against which the 
President’s first 2-percent order was pointed. 

Mr. Suirn. We had one in 1959 also. 

Mr. JoHansEN. The one I am speaking of is 1959. There is still a 
new one on 1960? 

Mr. Sniru. Yes, sir. 

In 1959 the figure that we actually reduced was better than 1,300. 
It was more nearly the 2,200 that Mr. Thompson mentioned. 

I would point out that in 1960 we are dropping from our current 
rolls 3,000 people, so this would give you the figures. 

Mr. Jouansen. Is that primarily by attrition, by the nonfilling of 
vacancies, or is it by reduction in forces? 

Mr. Smiru. Sir, we are making every effort to take advantage of 
attrition. We are trying to plan our reduction so that we can take 
out workloads at the same time, but we have just recently issued an 
order to the field which partially freezes their hiring. It gives them 
some flexibility, but for the most part allows them to fill one vacancy 
out of every three that are occurring, so that we can take advantage 
of attrition. 

Mr. Jowansen. One final question which is very important, and 
that is to what extent are these reductions being replaced by uniform 
personnel ? 
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Mr. Smiru. Sir, in our instructions to the field, we have told them 
on this reduction that they will not replace these civilians by military 
people and we have also prohibited them from going to contract. 

Mr. Jonansen. This is perhaps a gratuitous addition, but are those 
instructions being adhered to? 

Mr. Smiru. Insofar as we can tell. The order has been out now 
about a week and we are getting various calls. 

Mr. JoHansen. Was there not an order out with respect to the 
reduction last year / 

Mr. Siru. Yes, sir. 

Mr. Jomansen. Was there not a similar order? 

Mr. Smiru. Yes, sir. 

Mr. JoHANSEN. What was your experience on the compliance wit) 
that 

Mr. Surru. Last year I know of no case where there was an appea! 
of any kind concerning replacement of civilian by military. 

Mr. JoHansen. You know of no case then in which there was a 
replacement of civilian by military? 

Mr. Smiru. That is correct. 

Mr. Scorr. Could you furnish the committee a copy of that di- 
rective ? 

Mr. Smiru. Yes, I could. I would be happy to do that. 

Mr. Jonansen. For both years, Mr. Chairman? Would that be 


agreeable ? 
Mr. Scorr. Yes, for both years. 
(Information referred to follows :) 


DEPARTMENT OF THE AIR FORC#, 
HEADQUARTERS UNITED STATES AIR FORCE, 
Washington, D.C., November 27, 1959. 
Reply to, attn of: AFOMO-X~+4. 
Subject: Temporary freeze-hire on civilian employment. 
To:* 

1. The President has announced a governmentwide objective of holding all 
civilian employment at minimum levels during fiscal year 1960. Consistent 
with the President’s objective, the Office of the Secretary of Defense has estab- 
lished a ceiling objective for the military departments which will reduce em- 
ployment levels 2 percent from those planned under current appropriations. 
This reduction is to be accomplished by attrition, insofar as practical, and 
without using military personnel or contract for personal services to do the 
work which would have been done by direct-hire civilians. Further, the de- 
partments are required to phase down as early as practicable to reach the 
reduced employment objectives. 

2. Manpower authorization voucher 60-2 issued by this headquarters estab- 
lishes direct-hire authorizations for the major commands which should bring 
Air Force employment levels down to its end fiscal year 1960 strength objective. 
As of October 31, 1959, the civilian onboard strength in the Air Force was 
approximately 3,000 over its June 30, 1960, strength objective. In order that 
the Air Force may minimize the necessity for reduction in force to meet its 
employment objective and to reduce unnecessary personnel costs, a hiring 
limitation is placed on all Air Force commands effective upon receipt of this 
communication and until further notice. Hiring of civilian employees will be 
limited to the filling of two of every three positions which are actually vacated 
through separation after receipt of this letter. In this connection, those po- 
sitions which are eliminated as a result of lowered manpower authorizations 
are not to be counted in arriving at the number of positions vacated. Those 


1 This letter was dispatched to all major commands except Air Materiel Command and 
Pacific Air Forces. AMC was allowed to fill one out of three vacancies and PACAF, being 
overstrength, was directed to freeze hiring until overstrength was eliminated and then: 
fill two out of three vacancies. 
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commands which have been authorized additional new positions by HAF man- 
power authorization voucher 60-2 may also fill two of every three new positions 
in the quarter in which they are authorized. 

3. Exceptions to this directive may bé made to honor bona fide employment 
commitments made prior to the receipt of this letter, and in any case in which 
the health and safety of Air Force personnel, the protection of property, or 
the security of the United States is involved. 

4. Command strength reports will be monitored by this headquarters during 
this limited freeze-hire period. Commands should be prepared to furnish this 
headquarters, if requested, with justification data in support of any exceptions 
made to this hiring limitation. 

Tuomas J. GENT, Jr., 
Brigadier General, USAF, Director of Manpower and Organization 
(For the Chief of Staff). 


DEPARTMENT OF THE AIR FORCE, 
HEADQUARTERS UNITED STATES AIR FORCE, 
Washington 25, D.C., December 24, 1958. 
AFOMO 
Subject: Direct-hire civilian manpower program objectives. 
To: SAC, TAC, ADC, PACAF, USAFE, ARIRC, AAC, MATS, CONAC, ARDC, 
AFAFC, USAFSS, HQ COM, USAFA, AMC, AU, ATC. 

1. References: 

(a) AFOMO letter, subject: 2 percent civilian manpower reduction dated 
November 12, 1958. 

(b) AFOMO ALMAJCOM message 866/58 dated June 10, 1958. 

(c) AFOMO letter, subject: Administration of manpower ceilings dated 
August 29, 1958. 

(d) AFR 30-22 dated July 24, 1957. 

(e) AFR 40-8 dated May 18, 1948. 

2. The purpose of this letter is to provide (1) revised direct-hire civilian man- 
power ceilings for fiscal year 1959 and (2) guidance on the method of accom- 
modating command authorizations and strengths to the new ceilings. The 
actions subsequent to November 24, 1958, plus the reduction necessary to 
achieve the 2 percent civilian manpower reduction directed by OSD. No graded 
ceiling reductions have been made. Revised direct-hire objectives for the re- 
maining positions of the PM 61-1 submission will be provided in the near future. 


March 1959 April 1959 
Direct-hire } 
Graded 
(Notr.—Figures applicable to a particular command were inserted at this point.) 


3. Reductions to accommodate to the new direct-hire ceilings may be taken in 
foreign national or U.S. citizen (wage board or graded) spaces. Reductions in 
strength necessary to achieve the ceilings will be accomplished insofar as prac- 
ticable by not filling vacancies as they occur and by withholding the establish- 
ment of new positions. Should it become necessary to reduce civilian personnel 
through reduction-in-force procedures, commands will comply with the provi- 
sions of reference 1(D). 

4. Every effort will be made to absorb workloads through greater efficiencies 
and elimination of lower priority workloads rather than shift workloads to 
contract. If it is determined necessary to resort to contract to accomplish 
essential workloads and it is determined that the contract would not be in the 
best interest of the Government, information should be furnished in accordance 
with reference 1(¢). 

5. In consideration of the use of military and/or civilian resources to accom- 
plish workloads (reference 1(d) and 1(e)), OSD has stated that it is the re- 
sponsibility of the appropriate commander to insure that the most effective 
assignments and utilization possible will be made of his civilian and military 
manpower resources. 

6. It has been determined necessary to effect a larger reduction in direct-hire 
authorizations than previously planned to achieve the new ceilings directed by 
OSD. Command understrength was not used as a factor in determining the 
reductions. Command programs will reflect the minimum essential graded re- 
quirements and further action with respect to your graded ceiling will be taken 
subsequent to the review of the graded requirements in the PM 61-1 manpower 
program. The impact statements on the proposed graded reduction provided 
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in replies to reference 1(a@) are appreciated, and will provide a basis for action 
by this headquarters with respect to the OSD-directed reduction in the Air 
Force's graded ceiling. 
H. R. Mappvux, 
Major General, USAF, Director Manpower and Organization, 
(For the Chief of Staff). 

Mr. Tuompson. With the help of the committee last year, the 
number of scientists and engineers employed by the Air Force has 
increased approximately 900 since last year to a total of 9,098; 200 
of this increase are engaged in the missile field which now employs 
1,300. 

The monthly voluntary separation rate for scientists and engineers 
as related to the scientist and engineer population is 0.64 percent 
against a total Air Force United States citizen employee rate of 
0.86 percent. 

The monthly voluntary separation rate for scientists and engineers 
taken since last year, again with the help of the committee, to increase 
the utilization of these professional people. These actions included 
a program to develop interest among students in planning for a career 
as a scientist or engineer in the Air Force, cooperative education 
programs for professional personnel already employed, and partic- 
pation in professional meetings and activities. 

The Air Force is aware of the committee’s concern with the use 
of contract services throughout the Department of Defense. Your 
concern is shared by those of us who are responsible for judicious 
use of all manpower resources. Contracting is, of course, not a 
new method of getting the Air Force job done. 

Rapid technological advances and new requirements for skills and 
equipment have only increased the need for a close partnership be- 
tween the Air Force and the industrial base of the Nation. Defense 
cannot be the exclusive concern of the military departments. 

The Air Force must and is continually reevaluating the proper role 
of military, civilians, and contract services to reach the most effective 
combination for current and future defense requirements. We can- 
not be content with automatic application of yesterday’s solutions 
and traditions to tomorrow’s problems. 

Great technological advances are bringing about changes in the 
entire Air Force structure. Technologically, this is a period of 
increased research and development programs on ballistic missiles, 
military astronautics, basic research, technical development, and 
research and development testing. It is also a time of increase in the 
number of strategic missile units, and a build-up in air defense 
missiles. At the same time, new equipment is being introduced into 
the inventory and strategic and air defense units are being modernized 
through conversion to new aircraft and missiles. 

This climate of stampeding technology and daily change calls for 
the highest order of management discipline at all levels of the Air 
Force. 

Effective application of the management principles set forth in Air 
Force publications is essential for us to meet the continuing challenge 
of performing greater tasks with smaller numbers of people. I feel 
confident that we will continue to meet the challenge successfully and 
I solicit your continued guidance. 
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Brig. Gen. Thomas J, Gent, Jr., who has recently been appointed 
Director of Manpower and Organization for the U.S. Air Force, has 
a statement presenting the details of this year’s plans and programs 
relating to manpower utilization. 

At the conclusion of General Gent’s statement, we will answer to 
= best of our ability any questions the committee may care to ask 
of us. 

If it is agreeable, Mr. Chairman, other technical specialists are 
present who will be introduced and identified as the occasion arises in 
order to furnish the subcommittee whatever additional detailed in- 
formation may be desired. 

Thank you, sir. 

Mr. Scorr. Mr. Thompson, the Assistant Secretary of Air Force 
Personnel, appeared before the subcommittee in December. I am in- 
formed that you made several marked changes in your organization in 
the manpower and personnel. Would you describe some of those 
changes that have been made ? 

Mr. Tuompson. Since when he appeared in December ? 

Mr. Scorr. Yes. 

Mr. Tuompson. I am afraid I couldn’t, Mr. Chairman. I didn’t 
take over until March and I don’t really know. 

Mr. Beven. What the chairman is referring to is that you had only 
the Assistant Secretary engaged in that problem and now there has 
been a combination; isn’t that correct ? 

Mr. Tuomrson. Combination of what ? 

Mr. Been. Mr. Smith was Assistant Secretary ? 

Mr. Tuomrson. Yes. 

Mr. Beven. Hasn’t that been changed now? 

Mr. Tuompson. We have changed in that my job is not a statutory 
job, but I am driving the same buggy. 

Mr. Breven. That was the thing we wanted to know, just what 
changes were made, whether there was a greater or less emphasis on 
manpower. 

Mr. Tuompson. I would say the emphasis on manpower and man- 
power utilization, personnel, is pretty much the same as it was under 
Mr. Smith’s aegis. The workload is directly comparable. 

Mr. Beven. Are there different people doing the job? 

Are there more military than civilians? Has that been shifted ? 

Mr. Tuomrson. Within my particular office? 

Mr. Been. Yes. 

Mr. Tompson. No, sir. 

Mr. Scorr. Any other questions? 

Mr. Jowansen. Not at this time. 

Mr. Gross. Not at this time. 

Mr. Scorr. We will next hear from Brig. Gen. Thomas J. Gent, Jr. 

General Gent. Mr. Chairman and members of the committee, I am 
Brig. Gen. Thomas J. Gent, Jr., Director of Manpower and Organiza- 
tion, Headquarters, U.S. Air Force. In my statement, as Mr. Thomp- 
son mentioned, I will present the Air Force plans and programs relat- 
ing to manpower utilization. 

My statement is basically divided into three parts. 

First, I will cover some of the manpower programing actions occur- 
ring this year. 


148 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


Next, I will review the various programs influencing manpower man- 
agement in the Air Force. 

And finally, I will discuss the remaining subjects of interest to your 
committee as expressed in your letter to Secretary Douglas of October 
23, 1959. 

Last year in our testimony we reviewed in detail the manpower pro- 
gram covering the buildup to a 137-wing force structure and the 
drastic actions taken during the past 2 years to revise these objectives 
downward so that we could continue to perform our assigned mission 
within budget and manpower limitations. 

Rising costs in hardware have been accompanied by increased re- 
quirements for higher skilled personnel to operate and support the 
more complex weapon systems. With maximum emphasis on the ap- 
plication of modern management principles and the assistance of the 
Congress in the form of guidance and progressive legislation, we have 
made great strides in the development of a professionally qualified 
Air Force supported by our Civil Service employees and the industrial 
base of the Nation. 

Mr. Thompson has stated that the Air Force reduced its on-board 
strength during fiscal year 1959 by 39,316 military and civilian person- 
nel. New workloads have resulted in many adjustments within the 
total available manpower resource. As these workloads developed, 
they were validated on a priority basis and existing jobs, units and 
even bases were eliminated to provide the manpower. 

Mr. Scorr. General, how much of that reduction was effected 
through contracting out for services? 

General Genv. Very little if any that I know of, Mr. Chairman, As 
a matter of fact, during the period our contractual man-years have 
also gone down. 

Mr. Scorr. Could you specify some of the jobs or units that were 
abolished in order to effect these reductions? 

General Gent. Yes, sir. We closed two bases. 

In Oklahoma we closed Ardmore. In Texas we closed Foster. 

As to some of the jobs that were reduced, we reduced our techni- 
cal training program. As far as units are concerned, we reduced 
eight AC & W squadrons, transferring these to the Japan self-defense 
force. This program is accelerated. This is the type of thing that 
we are doing in order to get down. 

Mr. Gross. Mr. Chairman, may I ask a question at this point? 

Further in your statement do you have a breakdown of this 39,516 
military and civilian personnel, a breakdown as to military and 
civilian personnel ¢ 

General Gent. I have that figure right here, Mr. Gross. I could 
give it to you now or provide it for the record, whichever way you 
like. 

Mr. Gross. Go right ahead if it is contained here. 

General Genr. Of that total breakdown, 30,721 were military; 
2,323 were (01) direct hire natives overseas; 17 (01) U.S. civilians; 
and 6,255 (07) natives overseas. 

Mr. Gross. Thank you, sir. 

General Gent. Program adjustments. During the past year we 
have directed our manpower management efforts toward the alloca- 
tion of our resources to the most critical combat and direct combat 
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support functions. Our actual military strength in the operating 
forces increased from 65.4 percent in fiscal year 1958 to 66.3 percent 
in fiscal year 1959 with a corresponding reduction in the supporting 
and training forces. 

Many changes have been necessary within our overall manpower 
program to accommodate new and improved weapon systems and 
operational concepts. Increased manpower requirements are an in- 
herent part of an expanding missile program, modernization of equip- 
ment, aircraft conversions, and force dispersal. 

As some requirements matured, the numbers of people required 
exceeded the conservative estimates made in earlier time periods. 

To offset these increases and at the same time remain within our 
manpower dollar objectives, all areas of manpower utilization have 
been and are continuing to be reviewed. 

Our review of organizational concepts has resulted in reductions 
in such areas as the Air Force Academy and the ROTC function 
without affecting the mission of these activities. 

Mr. Scorr. General, you mentioned the Air Foree Academy. How 
many civilians, officers, and enlisted men do you have now at the 
Academy ¢ 

General Gent. I have the totals here, Mr. Chairman. 

For fiscal 1960, 3,897. Of course, this is growing because the size 
of the student body will grow, but the growth has been checked as 
well. I mean we did grow as far as we had originally thought they 
would grow with the original manning program. 

I might give you a breakdown, though, of the reductions that were 
made and what. categories they were in. 

Mr. Scorr. All right. 

General Gent. At the Air Academy in fiscal 1959 we reduced 69 
military and 94 civilians for a total of 163. 

In fiscal year 1960 we are reducing 320 military and 230 civilians 
for a total of 550. 

Mr. Scorr. How many cadets are there in the Air Force Academy ? 

General Gent. The present student body is 1,592, growing to 1,956 
next year, with eventually arriving at 2,531 in fiscal 1963. 

Mr. Scorr. Thank you. 

General Gent. Reorganization and redeployment of forces in 
Europe has released 1,700 military and 350 civilians. Phase-down 
and consolidation in the logistics function and depot operations has 
been continued. 

At five Continental Air Command bases where we introduced the 
Air Reserve technician program, we have converted the remaining 
support functions to civil service status. This action released 1,200 
military personnel. 

A typical revision in operational concepts resulting in manpower 
savings can be illustrated by the reduction of 190 military and 50 
civilians made possible through the consolidation of the communica- 
tions and electronics function in the Pacific Air Force. 

The aircraft contro] and warning function in Japan was reduced 
by 600 military and 400 civilians, concurrent with the transfer of air- 
craft control and warning sites and equipment to the Japanese self- 
defense force. 


150 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


To further our efforts toward our goal of maximum combat poten- 
tial within our available resources we are reducing all major head- 
uarters strengths. This reduction will be accomplished by the end of 
seal year 1960 and will release approximately 2,300 miltary and 
2,700 civilian spaces for use in new requirements or to effect reduc- 
tions in objectives. 

Functional reviews. In addition to the management actions accom- 
plished through unit and workload reprograming, we are constantly 
reviewing functional utilization of manpower. These reviews enable 
us to maintain a balanced operating force by controlling and restrict- 
ing the growth of support-type functions. Manpower authorizations 
recovered in this manner have been used to offset high priority re- 
quirements engendered by new weapons and improved operational 
effectiveness such as our isutiaie Air Command dispersal and alert 
programs. 

Mr. Jouansen. Mr. Chairman. 

General, I wonder if I can go back just a couple of paragraphs. I 
am very interested in the paragraph beginning with “Functional 
reviews.” 

You speak of the reduction of major headquarters strengths and 
you point out that the result of our goal for the end of fiscal year 
1960 will be the release of approximately 2,300 military and 2,700 
civilian spaces. 

Could you amplify that statement just to the extent of indicating 
the type of reductions or type of functions that are being eliminated ? 
I am impressed frankly by that figure and I think it might offer 
a clue to some other departments and agencies of the Government. 

General Gent. Mr. Johansen, we took a look at all of our major 
commands and what has happened to them in the past years in the 
way of reductions and what their new workloads are. Then we came 
up with what you might call some rather arbitrary percentage cuts 
against the commands. These then go out to the commands them- 
selves and they are then responsible for conducting their own func- 
tional reviews. 

For example, recently out at the Air Defense Command they have 
appointed a General Officer Board, which is a functional review 
board, and they are looking at each of the major functions within 
their headquarters and reducing where they think they can _ best 
reduce. 

Mr. Jouansen. Are you able at this time to give any types of 
examples ? 

Is it, for instance, now for the civilians reductions in clerical help? 
What types are you able to say? 

General Gent. These will be across-the-board reductions. In other 
words, we are not limiting it to clerical types. We are eliminating 
jobs and consolidating jobs. This is what we are trying to do. 

Mr. JoHanseN. On the basis of a functional survey ? 

General Gent. Yes, sir. 

Mr. Jonuansen. It seems to me, Mr. Chairman, that if the promise 
bears fruit here it is a pretty strong recommendation for the func- 
tional type of approach and it is a pretty strong recommendation for 
the mention of a general officer type of board. It is pretty strong 
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recommendation for having somebody with some top authority to do 
the job. 

General Gent. Yes, sir. 

As a matter of fact, the Chief of Staff of the Air Force agreed with 
our proposal and has directed that the field commands make these cuts 
and get down. 

Mr. Jonmansen. Reserving the right to pass final judgment, when 
we see the results, I would like to commend this kind of an approach 
if it can be done without impairment of vital functions. 

General Gent. Yes, sir. I am quite sure that this will happen. 

For example, our cuts in the support commands, the major com- 
mands who are in the support area, were higher than those in the op- 
erational commands because, for example, SAC has a growing pro- 
gram. With the missiles coming into being, this is going to be rather 
difficult on SAC to make these cuts, but here again the commander of 
SAC has agreed that this can be done. 

Mr. Scorr. Mr. Dulski. 

Mr. Dutskt. General, regarding the previous statement of the Con- 
tinental Air Command, where you will release 2,300 and 2,700. Does 
that include the Dover Base in Delaware ? 

General Gent. No, sir; we didn’t go to this level. We are not going 
to the operational levels in this particular cut. This is aimed at the 
headquarters, U.S. Air Force, the 17 major commands within the Air 
Force, down to the numbered Air Forces. 

Mr. Dutsxr. Will you later discuss the Dover Air Base where you 
have civilians ¢ 

Do you have a breakdown of the Dover Air Base of the civilians 
and the cuts or anything like that? 

General Gent. We don’t have that detail, but we would certainly 
be happy to provide it for the record, 

(Information referred to follows:) 


Dover Air Force Base 
ASSIGNED STRENGTH 


Officer | Airmen Total, | Civilian | Aggregate 
military 
1, 128 6, 232 7, 360 1, 069 8, 429 
1,043 5, 902 6,945 1, 068 8,013 
1,022 5, 838 6, 860 1, 058 7,918 
AUTHORIZED STRENGTH 

1, 168 6,515 7, 683 1,073 8, 756 
1, 083 6, 330 7,413 1, 069 8, 482 
1,077 6, 094 7,171 1,070 8, 241 


i a change between June 30 and Dec. 31, 1958, is due principally to inactivation of a F/I 
squadron. 


Mr. Gross. Mr. Chairman. 

Mr. Scorr. Mr. Gross. 

Mr. Gross. In 1956 the Air Force told this subcommittee: 

Other actions planned during the next 6 months are a continuation of the 


survey of the military personnel system, a continuation of the development of 
manpower policy and criteria staffing standards. Manpower policy and criteria 
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are already in effect for 46 functions and subfunctions covering approximately 
60 percent of the total manpower spaces. It is planned to complete manpower 
criteria on 23 functions and subfunctions during the period July 1, 1956, to 
January 1, 1957, and the remaining 15 subsequent to January 1, 1957. 

What happened to those functional surveys that this committee 
was assured the Air Force would put into effect at that time? 

General Gent. This is before my time, Mr. Gross. 

However, I know that the Air Force went ahead with this program 
and established criteria for the various functions. However, this is a 
continuing review. We are in the process of doing the same thing 
today, because, as you well know, sometimes the criteria change and 
there are increases in the support functions, and we are constantly 
looking at them. We are the watchdog on this sort of thing. 

Mr. ‘Gross. However, we can expect. better results from your assur- 
ances given in — statement today than from the previous state- 
ment made in 1956? 

General Gent. I believe so, Mr. Gross. 

Mr. Gross. With respect to functional surveys. 

General Gent. We also—and this is something I will touch on 
later—have instituted this year what we call the manpower validation 
program, and I will touch on that later, if I may. 

Mr. Gross. I would hope that functional survey assured to us in 
your statement today would have more meaning than the assurances 
that we had in 1956. 

General Gent. Yes, sir. 

I would like to cite several of these actions to illustrate the success 
of this technique. 

We have just. reviewed the food service functional area. This re- 
view and analysis entailed the application of the food service criterion 
to reported workload in terms of rations served. The study revealed 
that one command had authorizations in the food service function 
which were in excess of the criterion. 

As a result of this identification, a complete survey was conducted 
and a total of 422 authorizations were returned to headquarters 
USAF for reallocation against valid outstanding operational require- 
ments. 

Mr. Scorr. General, do you still contract out in some places the 
feeding of troops? 

General Gent. In some areas: yes, sir. 

Mr. Scorr. What has been your experience in that practice? 

General Gent. Generally speaking, in the food service area we have 
found that it is less costly to do it by contract. We can do it cheaper. 
However, our problem here again is the oversea ZI ratio. We must 
maintain certain numbers of military people in the food service busi- 
ness to operate messes overseas. 

Another example of the value of our functional review resulted from 
close liaison with the Air Force Comptroller. We have been able to 
reallocate approximately 1,000 spaces as a result of installation of 
electronic data processing systems. 

Mr. Jonansen. May I ask the reason, and I am not asking it with 
any prejudging or criticism, why there was a reallocation rather than 
a reduction with respect to these 1,000 spaces? 
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General Gent. Mr. Johansen, the reason for this is that we have con- 
tinued to have reduced authorizations in the Air Force and there were 
more critical functions that we were unable to go ahead with unless 
we got spaces from some areas and moved them over into others where 
the job is more critical. 

Mr. Scorr. In other words, to stay within the ceiling? 

General Gent. To stay within our authorizations and still get the 
job done. This is why we are constantly doing these functional 
reviews. 

Mr. Scorr. In other words, it at least has the virtue of being a hold- 
ing operation ? 

General Gent. Yes, sir. 

In the motor vehicle function, all major commanders were directed 
to review their vehicle requirements with the objective of lowering the 
number of vehicles in use. This concentrated effort resulted in a re- 
duction in the in-use vehicle inventory. As a follow-on action, this 
functional area, including maintenance, operation and administrative 
personnel, was reduced in excess of 2,500 spaces. 

Mr. JonHansen. Were those primarily civilian spaces? 

General Gent. No, sir; they were 1,500 military and 1,000 civilians 
approximately. 

Parenti we are studying the utilization of personnel and equip- 
ment in the firefig’iting function. It is anticipated that significant 
reductions both in equipment and manpower, will be made in this area. 

Mr. Scorr. As to firefighting, we have recently been contacted by 
representatives of several Air Force bases concerning this function. 

For example, at Otis and Stewart Air Force bases, we were shown 
how you have recently cut off civilian firefighters to be replaced with 
military personnel. The military have not arrived and these people 
feel that the firefighting personnel is much too low. 

Do you wish to comment on that? 

General Gent. I don’t believe I have the information on that 
with me, Mr. Chairman, but I would certainly be happy to provide 
it for the record, 

(Information referred to follows:) 


REPLACEMENT OF CIVILIAN FIREFIGHTERS BY MILITARY FIREFIGHTERS AT 
Orts Arr Force BASE AND STEWART AIR Force BASE 


Air Defense Command, in the process of implementing its base installations 
management program, required by AFR 20-42, had to realine its civilian man- 
power authorization. As part of this realinement, a military-civilian ratio in 
the firefighting function was established. The ratio effected the manning mix 
of the Stewart AFB and Otis AFB fire departments. At Stewart AFB, 14 civilian 
firefighters were replaced by a similar number of military personnel. At Otis 
AFB, seven. civilian firefighters were replaced. 

While a total of 21 civilian firefighters were replaced by military personnel, 
no reduction in total ADC civilian manpower was made as a result of this 
replacement. The civilian authorizations were used to establish higher priority 
positions within the base installations management program. The readjustment 
of civilian-military ratios was in no way related to the fiscal year 1959 directive 
to reduce civilian employment by 2 percent. 


Mr. JoHansen. Mr. Chairman, do I misunderstand the import of 
the chairman’s information, or does this conflict with the earlier testi- 


mony that there have been no replacements of civilian personnel by 
military ? 
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It seems to me there is a rather clear contradiction. 

Mr. Scorr. We had testimony earlier in the week on that point. 

Mr. Jonansen. I thought we had testimony this morning that there 
had not been a transfer of duties resulting from reduction of civilian 
personnel. 

General Gent. This is true, Mr. Johansen, but what I am talking 
about here also is the fact that we have reallocated spaces. Where the 
mix might be at one particular point at some particular base, we have 
had more important civilian requirements somewhere else and we have 
had to make these readjustments within the Air Force as certain other 
new programs grow. 

Mr. Jonansen. I am confused and I am not attempting to entrap 
any of the witnesses in a contradiction. I am certain there is none 
intended. 

However, I am confused as to, number one, whether any of the re- 
ductions of civilian personnel have resulted in transfer of duties to 
military personnel, and I understood earlier testimony to say there had 
not been and that in fact there had been explicit orders that was not 
to be the case. Yet here the chairman refers toa matter in which there 
is an alleged complaint that the civilian firefighting personnel had 
been replaced by military, and I am most anxious to have that point 
clarified. 

Mr. Smitru. May I clarify my earlier statement, sir, concerning this 
replacement of civilian by military ? 

As I said before, I know of no case where there has been a direct 
replacement of a civilian by military. However, we do have situations 
such as in this firefighting function where, in order to establish the 
necessary overseas rotation base that General Gent referred to earlier, 
we will have to change the mix in that particular function. 

When I say “mix,” I am talking about the number of civilians as 
related to the number of military, but when we find that this is neces- 
sary we don’t fire a civilian and put a military man in his place. We 
may let attrition take down the number of civilians in the particular 
function and then we may put additional military in there in order 
to establish this necessary base, and as our numbers overseas fluctuate 
this will happen from time to time. 

T still know of no case where there has been an outright replacement 
of a civilian by military. 

Mr. Jonansen. With respect to Otis, we have a letter under date 
of August 31, 1959, from Gen. W. P. Fisher, stating with respect. to 
that complaint at Otis that seven civilian firefighters are being re- 
placed by military personnel as part of a realinement of the civilian 
spaces throughout the Air Defense Command. He goes on to say: 

The realinement was necessary to implement the base installation manage- 
ment program on a commandwide basis. 

He indicates further, and I want the record completely clear and 
fair, that: 

Additional civilian personnel considered essential for this program were ob- 
tained by a partial reduction of the civilian firefighters where the proportion of 
civilian firefighters to military was high. 

I am still not clear as to whether this actually represented a layoff 
of civilian personnel and their replacement by military, whether it 
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represented a shuffle and shift within the service of these civilian 
personnel, or just what the picture is. 

General Gent. I think your latter comment is the true one, Mr. 
Johansen, because of shifting requirements for personnel. 

For example, Otis, I believe, is an Air Defense Command base and 
they are bringing in the new SAGE system, as you well know, and 
in the installations area on this I believe there have been quite large 
requirements for additional civilian personnel, because these are very 
complicated facilities, so it has been more of a shift of the available 
work force that we have, shifting civilians. 

Mr. Jomansen. Mr. Bray of our staff says that these actual individ- 
uals involved were at | or discharged, which was the basis of the 
complaint that came to the committee at Otis and Stewart. 

General Gent. I would like to have an opportunity to check into 
this one further. 

Mr. Jouansen. I would appreciate it if you would, please. 

General Gent. Yes, sir. 

Mr. Scorr. What is the difference in cost. to the Government be- 
tween the military and the civilian personnel in firefighting? 

General Gent. In the firefighting function / 

Do you have that figure / 

Mr. Smiru. No. 

General Gent. I would have to provide that for the record. 

(The information referred to follows :) 

In order to provide the relative difference in cost between military and civilian 
firefighters a special study will have to be initiated. Base salaries are only a 
part of the cost comparison. In this particular function the peculiar work 
schedules must be examined. In addition, the indirect costs of each category of 
personnel such as training, fringe benefits, etc., must be considered. The results 
of this study will be provided to the committee as soon as practicable. 

Mr. Scorr. Colonel Hutchinson, testifying before this committee 
in 1956, made this statement: 

Further, despite the difference between the take-home pay of an airman and 
his U.S. civilian counterpart, the civilian actually costs slightly less than the 
military. Hence there is a slight economic advantage through the use of U.S. 
civilians and considerable saving when foreign nationals can be used in our 
overseas areas. 

Mr. THompson. Still true. 

General Gent. May I proceed? 

Mr. Scorr. Yes, sir. 

General Gent. During the past year the Air Force has started a 
program called the manpower validation system. The objective of 
this program is to enable the various echelons of the Air Force to de- 
velop credible, reliable, and accurate manpower requirements. The 
system will include such elements as the work measurement, work 
sampling, manpower survey, and historical experience methods of 
determining manpower requirements. 

A technique of man-hour accounting will be implemented to estab- 
lish and continuously verify the manpower standards which will then 
be used to analyze the current and projected total requirements of 
military, civil service civilian, and contract services. 

The scientific validation of Air Force manpower requirements will 
increase the credibility of the manpower system. Planned objectives 
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of this program include pilot tests at bases of five major air commands 
bet ween September 1959 and February 1960. 

Further plans call for Air Force-wide implementation between 
June and December 1960. A manual was published to provide de- 
tailed guidance to field commanders in selecting the proper method- 
ology to be employed in validating their manpower requirements. 
Technicians have been trained, the pilot tests are now under way. 

Mr. Jouansen. I wonder, Mr. Chairman, if it would be helpful, if 
it is proper, for the staff to be supplied with a copy of this manual / 

General Gent. Yes, sir; we will provide that. 

Mr. Jonansen. Thank you. 

(A copy of the manual referred to was submitted and is retained 
in the committee files.) 

General Gent. Complementing our program for increasing the cred- 
ibility of manpower requirements is our new reporting system which 
more rapidly and accurately reflects the approved changes in the 
utilization of our manpower resource. We refer to this new system 
as “Continuous Maintenance of Manpower Data” or the CMMD sys- 
tem. By making use of electronic computing machines the Air Force 
now maintains a troop program on a continuous basis. This proce- 
dure has the advantage of providing a single source in the field for 
manpower statistics and program data whenever desired. 

Mr. Dutsxkr. Mr. Chairman. 

Mr. Scorr. Mr. Dulski. 

Mr. Dutski. Regarding the maintenance of your equipment, how 
much of that is contracted out and what is being done by the 
Air Force. 

General Gent. Percentagewise ? 

Colonel Rremonpy. I am Colonel Riemondy from Headquarters, 
Air Materiel Command. We can speak to this as far as depot level 
maintenance is concerned. 

At the present time we are roughly contracting for about 50 percent 
of our total depot level maintenance workload. We accomplish the 
other 50 percent within our own organic depot structure. 

This percentage, incidentally, has decreased in the last few years. 

Mr. Jowansen. That is, the percentage contracted has decreased ? 

Colonel Riremonpy. Yes. As the total workload has been decreas- 
ing, the mix as between our own organic facilities and our contractors 
has been constantly changing with the contractual portion being re- 
duced at a greater rate than our own organic manpower. 

Mr. Dutsxr. Does that include the planes being kept separate and 
the equipment is kept separate ? 

Colonel Rremonpy. I was speaking of the total Air Force equipment 
as a whole. 

Mr. Dutsk1. What percentage would you have contracted for 
planes alone? 

Colonel Rremonpy. In the aircraft area the ratio is in the order of 
about 60 percent on contract and about 40 percent in-house. 

Mr. Dutsxt. Why is it greater, Colonel, that it runs to 60 over 50 
percent ? 

Colonel Rremonpy. Well, in line with our basic policy of trying io 
accomplish within our own organic facilities, with the manpower that 
is available to us, within prescribed ceilings, we try to accomplish 
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those workloads which we consider to be most vital to maintaining an 
operational readiness posture. 

In this particular regard then, as far as aircraft are concerned, 
there is a greater requirement as far as contractual services are con- 
cerned for the nonvital aircraft system. The ratio of course of vital 
system as we look at them to nonvital, and this is a relative thing, we 
realize, causes this ratio to come about. 

Mr. Dutsxr. The reason I say that, Colonel, is because we supply 
the space. We practically patan oe all the men for that. The contrac- 
tor comes in witha few specialists and we supply the men for that job. 

Colonel Rirmonpy. I think you have reference, sir, to an operation 
similar to that which is going on at Dover, which I am sure General 
Gent will touch on later, of having contractors come into Air Force 
bases where the equipment is already provided. 

We find that the predominant amount of aircraft work is not accom- 
plished at existing Air Force bases, but rather, the equipment is moved 
back to a centralized facility as far as contractors are concerned, to 
facilities which, for the most part, are owned by industry. The 
peculiar type of work that goes on at Dover is very analogous to the 
kind of work that our airlines do, wherein they have established an 
operating base at one of the existing airports and instead of moving 
the aircraft back to a centralized facility elsewhere they accomplish 
the workload at a particular operating base, which is the home station 
for the majority of the airplanes, and we have sort of patterned our 
concept of maintenance as far as MATS is concerned along these air- 
line lines because we feel that there are benefits to be derived from it. 

General Gent. Management engineering. A concerted effort has 
been underway for the past year to develop and implement an inservice 
management engineering capability at the subordinate command 
levels. 

A new Air Force pamphlet published in May 1959, devoted to 
“Management Engineering Project Administration,” explains the ad- 
ministrative principles and procedures essential to the effective accom- 
plishment of management engineering project work. It outlines prac- 
tices and techniques which give effect to those principles. This 
pamphlet contains a comprehensive coverage of the sequences which 
a project follows from the time a problem is first identified until im- 
plementation of management engineering recommendations is com- 
plete. Used as a guide by operating officials and management engi- 
neers alike, this pamphlet has proven to be a valuable asset to all 
echelons of the Air Force. 

Mr. Thompson briefly discussed the changes in the classified grade 
structure. I would like to mention a positive action that the Air 
Force is taking to control the increase in high grades. 

Air Force Regulation 26-4 provides responsible officials with the 
principles and guidance for review of all proposed high-graded posi- 
tions before they can be established. We are concentrating on two 
elements of this regulation : 

First, the institution of uniform review procedures, and, second, a 
more systematic method of cataloging the kind of justification data 
desired by the Congress. Our revised grade control procedure is cur- 
rently being field tested at three major Air Force installations. 
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Following the recommendations of your committee, all jobs at 
GS-13 and above require the approval of Headquarters, USAF, 

Mr. Scorr. General, you say that all the jobs at GS-13 and above 
require approval of headquarters. Do you know of any instances 
where headquarters has denied the request ? 

Mr. Smiru. Sir, this is a procedure we have tested now for 3 months 
and we have numerous cases that come in to us. The idea is that each 
time someone proposes to establish a job at grade 13 or above, it will 
come in to us for review. 

In answer to your question, yes, in every instance that has come 
in so far we have taken direct action to eliminate some of the high 
grades. The very first case that came in proposed to raise some 
GS-12 jobs to GS-13 on the basis of a change in standards. 

Of course, we don’t have control over the civil service standards and 
we didn’t make any objection to this change. However, when we 
looked at the organization structure they had in existence, we felt that 
there had been oversegmentation of the organization; they had spread 
their supervision a little bit too thin. 

We found a case of dual supervision, so we went back and directed 
the elimination of two GS-13 jobs and the return of one space to this 
Headquarters because of the dual supervision. 

I could go on at some length to tell you about the progress we are 
making in this direction. We are quite proud of what we are doing 
and we think the committee certainly should share our pride because 
we based our corrective measures on its recommendations. 

Mr. Scorr. Thank you. 

Mr. Dutsxt. How many grades are assigned to you from the Air 
Command ? 

Do you receive a certain number ? 

Mr. Smiru. How many grades were assigned to us? 

Mr. Dutsxt. That is right, from the defense program. 

Mr. Snrru. Sir, there is no arbitrary number of grades assigned 
to us. 

Mr. Dutsxi. Did you request any ? 

Mr. Smiru. We don’t have to go to the Office of the Secretary of 
Defense to request a grade. We are given the flexibility to establish 
the grades as required by the jobs that are being performed, but we are 
taking the very practical approach that if we can control the segmenta- 
tion of organization and if we can make sure that such things as 
deputies, and assistants, and this sort of thing are unnecessarily estab- 
lished, then we will in fact control the number of grades that are 
necessary. We like this flexibility that we have very much and we are 
very jealous of it. We hope that we can prove to you that we are taking 
good care of the grade situation. 

General Gent. Preliminary results of our field tests have been 
satisfactory. Upon completion of the field test, necessary changes will 
be made in our procedures and our regulation will be revised. Imple- 
mentation of the revised regulation should provide explanatory data 
for analysis of basic changes in the classified grade structure. 

The Air Force manpower mix project. The composition of our work 
force today is largely the result of the many pressures influencing 
availability of manpower over a number of years. When the Air 
Force became a separate service it inherited the combination of mil- 
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itary and civilian personnel remaining in the Army Air Force after 
demobilization. The Korean buildup increased the military strength 
which again decreased after 1952. Both military and civilian strengths 
have risen and declined as our force structure has been adjusted. 

My discussion of the management and use of manpower resources 
by the Air Force would not be complete without recognition of Air 
Force work accomplished with the use of contract services. The con- 
tract services resource has been and is a significant element in per- 
forming the total Air Force job. 

Before turning to some of the specific parts of the total contract 
picture, in which the committee has expressed interest, several general 
points should be set forth. 

First, there is a role for military manpower, civilian manpower, and 
contract services in doing Air Force work. A balanced use of all 
three, exploiting the strongest characteristics of each, is considered 
to be the wisest policy. 

Second, the Air Force choice among these three must be made 
within the limits of available manpower and dollar resources. 
These choices must also be made in terms of continually shifting work 
requirements such as the addition or substitution of new and normally 
more complex missiles and aircraft, and their associated equipment. 
Within this framework, the primary criteria for the use of manpower 
resources is to insure the proper operation and maintenance of these 
weapons on a timely basis to provide the Nation with the required 
aerospace power. To the extent that the Air Force lacks skill capa- 
bility for these critical areas, it must be obtained through contracting. 
In the less critical tasks, effective areas for contracting are sought 
and used. 

In order for manpower resources to keep pace with changing tech- 
nology, adjustments in the use of military, civilians, and contract 
services must be made. These adjustments are not always easy, 
sometimes including undesired impacts on individuals. 

Third, the Air Force must be dynamic in its approach to the man- 
agement and use of military, civilian, and contract. services resources, 
We are under no illusion that the Air Force has found the answer to 
the best combination of resources or ultimate management systems. 
Concepts and techniques must be continually reexamined in hght of 
changing conditions and requirements. 

A number of factors must be considered in dealing with this com- 
plex problem of determining the optimum military-civilian manning 
ratios. Some of the more important of these factors are the emer- 
gency war plans, military and civilian career progression, overseas 
rotation requirements, varying labor markets, flexibility in the use of 
personnel necessitated by rapidly changing requirements and above 
all the need for positive control over those personnel spac associ- 
ated with the capability to take instantaneous offensive and defensive 
action under whatever conditions may arise. 

Efforts are continually being made in my office, many other staff 
elements of Headquarters USAF, and by our commands to find better, 
more effective ways to use manpower resources. 

A study has been initiated to develop a long-range plan for deter- 
mining the proper tasks that may be performed by each catego 
of the total manpower resource. After development of this guid- 
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ance any transfer of workload from military to civilian and from in- 
service to contract personnel could then be programmed on a long- 
range, orderly, and logical basis. 

Mr. Scorr. General, how far along has your study to determine the 
proper task to be performed by the military and by civilian personne] 
progressed ¢ 

Mr. Morriwi. We are in the initial stages of that, Mr. Chairman, 
at this point. As mentioned by General Gent, this is a rather com- 
plicated study because of the many factors involved, and we would 
anticipate it would still be some time before we have reached any 
complete picture and a basis on which to proceed. 

The study has been going on approximately 214 months at this 
time. 

Mr. Scorr. The committee will be interested in the results achieved 
after you proceed far enough into it. 

Mr. Yes, sir. 

General Gent. In addition to this study, within the last 6 months, 
a new policy regulation on the use of contract services has been pub- 
lished to provide the field with better guidance. 

Military personnel management. The trend in solving our mili- 
tary personnel problems has been heartening in the past year. As 
erie de above, our on-board strengths have continued to decline. How- 
ever, our problem of retention of trained personnel has been greatly 
relieved as a result of legislation on which the Congress has acted 
favorably. The problem now is to keep the right men in the Air 
Force. 

As we shift into advanced missile systems and warning systems, 
the number of men we need in certain highly technical specialties 
increases. The ratio of these in the total force increases. For in- 
stance, the proportion of airmen requiring technical training in B-52 
units is 52.3 percent and in the SM 65 (ATLAS) 63.1 percent; in 
B47 units 51.5 percent, compared to 64.5 percent in SM 75 (THOR) 
units. Consequently, “selective retention” will be with us a long 
time as we adapt to the ever-growing demands of aerospace. 

Since our weapon systems call for an ever-increasing ratio of tech- 
nically trained individuals, the Air Force personnel system must 
meet the requirement. We are using two primary control procedures 
to make the personnel system match the weapon systems. First, by 
enlistment controls we select, from among the volunteers, those most. 
capable of meeting the level of training the Air Force plans for them. 

Second, our reenlistment controls are designed to retain only those 
who show the potential ability to measure up to the new equipment. 
In between these two procedures, our “personnel quality control pro- 
gram” consists of techniques for individual evaluation and other 
measures to insure that the individual is producing what he is paid 
to produce—what he must produce if we are to perform our mission. 

Mr. Atrorp. General Gent, at this point, relative to the utilization 
of enlisted personnel on highly technical projects, as it were, recently 
our staff visited several Air Force bases, and they were impressed 
by the number of enlisted men, mostly sergeants, who were doing 
typing and general office work. 

Since we expect civilian women to do this kind of work, would 
you be kind enough to comment for us this morning on the use of 
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enlisted men doing clerical work—since we are talking at this point 
relative to use of enlisted personnel in highly technical and trained 
facilities ¢ 

General Gent. Yes, sir. 

I think Mr. Thompson referred to this in his statement, that we 
are taking a real hard look at the people we have in blue suits in the 
soft areas. These are people that normally do not go off the rolls. 
They want to reenlist and stay with us—if you are talking about 
the strictly clerical type. 

As Mr. Thompson stated, we have this problem in the transporta- 
tion area, air police, these sorts of functions. 

I think possibly Colonel Aring might have something to add on 
that. 

Colonel Artne. I am Colonel Aring from Personnel Planning. 

We have the same problem in this area that we have in the others 
on maintaining an overseas and a ZI ratio. 

Normally, in an overseas area, you will not be able to find the steno- 
graphic assistance you would like to have, because they do not speak 
the language, and because of security considerations you cannot put 
them in. 

I would agree with you completely, Mr. Alford, that girls do a better 
job generally, and I would prefer a civilian stenographer any time, 
rather than an airman. But we do have to have people in that area, 
because we do need clerks and administrative personnel overseas. 

Mr. Atrorp. Thank you very much. 

Mr. Gross. Overseas is one thing, but at bases in this country is quite 
another. Is that not correct ? 

Colonel Artne. Yes, sir. But since we cannot keep people overseas 
except for short periods of time, when they must be replaced, they are 
rotating between ZI and overseas assignments. 

Mr. Gross. Could you give us the ratio as between assignments over- 
seas and assignments in this country, or in bases where they are readily 
available, where women stenographers, clerks, and typists are readily 
available? 

Colonel Artne. I do not have that, but I would be glad to supply it 
for the record. 

Mr. Gross. I wish you would. 

Colonel Artne. Yes, sir. 

(The information requested follows :) 

bias pave between assignments of military administrative clerical-type pre- 
sonnel 1s: 

In the United States (other than Hawaii and Alaska) : 27,596 

Overseas (including Hawaii and Alaska) : 13,760 

In determining whether a given position is to be filled by military or civilian 
personnel it is not possible to base the decision entirely on the apparent position 
qualifications. In the military personnel system, the most important considera- 
tion is “responsiveness to military orders.” The individuals in the system must 
be available for assignment wherever they are needed, whether overseas, in other 
sections of the United States, or in locations for which, given a free choice as 
civilian job applicants, they would not, ordinarily, volunteer. 

It is impossible to operate an efficient military personnel system with too great 
a portion of its strength overseas or in locations not favored by the majority of 
the personnel. Where this is the case, the high frequency of assignment to these 
locations induces low retention of military personnel. Low retention, in turn 
induces the greatest inefficiency in the military personnel system. 
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Accordingly, no position can be evaluated entirely on its own merits but, rather, 
must be considered in relation to the total personnel system, Since it is the policy 
of the Air Force that civilians will be used to the maximum extent possible so 
as to permit the best possible utilization of total manpower resources, the guiding 
principle is that civilans will be used wherever law, training, security, discipline, 
rotation, and combat readiness do not require a military individual. It should 
be noted that a requirement even more pressing than the principle exists inside 
the military personnel system itself; namely, the constant requirement to provide 
the highest possible ratio of military personnel to directly operational duties. In 
this connection, Air Force manpower requirements in terms of spectfic specialties 
undergo continuous consideration, and, consequently, frequent upward and down- 
ward revision. As these revisions indicate surplus military personnel in the 
specialty, mandatory retraining and reenlistment controls are employed to effect 
the desired balance in military personnel and to preclude infringement of the 
principle or on civilian positions. 

General Gent. Implementation of recommendations found in House 
Report 2512, 85th Congress. Since last year, the Air Force has con- 
tinued to pursue the objectives set forth in its comptroller systems 
program for improved financial management. Many of the com- 
ponents of the overall integrated system are now in place. 

In “Systems and Procedures” there are three significant accom- 
plishments. The first involves the establishment of a system for 
merged accountability and fund reporting at base level. The second 
establishes a monthly reporting system of accrued military pay. The 
third prescribes a uniform general ledger chart which integrates all 
financial activities into a single set of accrual records under a home 
office-branch office concept. 

In Stock and Industrial Funds an improved system of inventory 
and capital controls was substituted for the old apportionment control 
in the Commissary Division of the Air Force Stock Fund. 

Additional major improvements have been made in the Comptroller 
Organization. The integration of accounting and finance at base level 
has been an extremely complex problem. Engineered pilot tests have 
been conducted in integration, and the resulting system and_ pro- 
cedures have been incorporated into a draft of a single series of 
accounting and finance manuals. It is expected that with the imple- 
mentation of these new manuals on July 1, 1960, functional integra- 
tion of accounting and finance will be accomplished Air Force-wide. 
This action should release approximately 2,000 people for transfer to 
other high priority jobs. 

A group of top level Air Staff representatives has been established 
to implement DOD Directive 7040.1, which is entitled. “Program for 
Tmprovement in Financial Management in the Area of Appropriations 
for Operation and Maintenance.” Progress to date under the Air 
Force comptroller systems program should ease the burden of imple- 
mentation of the system envisioned by the Department of Defense 
directive. 

Mr. Gross. General, it is my understanding most of the comptrollers 
in the Department of the Air Force are uniformed officers. Is that 
correct ? 

General Gent. I believe the figure is 42 percent of the people in the 
comptroller function are military and the rest are civilian. 

Mr. Gross. Are you talking about clerical help in the comptroller’s 
office? TI am talking about the comptroller himself and his staff. 


General Gent. Can you respond to that, Colonel Libby? 
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Colonel Lissy. Yes, sir. Iam from the Office of the Comptroller of 
the Air Force, sir. 

Mr. Gross, this is correct, that the comptrollers themselves at the 
vaious levels of command are considered to be key staff officers of the 
commander and are military personnel, except in some of the indus- 
trial type of things, like AMC activities. 

Mr. Why isthat ? 

Colonel Lissy. As I stated, the philosophy has been that the train- 
ing in comptrollership and so forth is certainly excellent training in 
command, and that this has been the philosophy of selecting military 
comptrollers as the principal staff officers. 

Mr. Gross. How does that compare with others of the military 
establishments, the Army and the Navy? 

Colonel Lipsy. I am not certain. I think that in some of the 
technical services of the Army the comptroller himself is a civilian. 
I know in the Navy the comptroller of the Navy is a civilian, in the 
Air Force the comptroller of the Air Force can be either/or. In this 
case, the comptroller is a military officer. 

Mr. Gross. Do you not think this is a civilian type of job? 

Colonel Lissy. The real bookkeeping part of it certainly, Mr. 
Gross, is a civilian type of job. However, in comptrollership as we 
practice it in the Air Force, there is considerably more to what the 
comptroller’s responsibilities are, rather than just bookkeeping or 
budgeting. 

For instance, in the Air Force the comptroller of the Air Force 
is responsible for the management analysis function, which is a fune- 
tion of advising the commander as to how he is doing, his progress 
against programs, and so forth. This is a purely military thing. 
In this capacity it has been the Air Force’s pdbiegy that an Air Force 
officer should be the comptroller. 

Mr. Gross. That is all, Mr. Chairman. 

General Gent. Contract technical services: In consideration of 
the committee’s interest in contracting expressed in your letter and 
field visits, I will devote the balance of my statement to the various 
elements of this subject. 

The Air Force procures contract technical services from industry 
primarily for the purpose of indoctrinating and training Air Force 
personnel on Air Force equipment. This service is usually for an 
18-24 month period: That is, the initial period after a weapon 
system has been placed into the operational inventory. The dura- 
tion of the service is related to the development of an Air Force skill 
capability on the equipment involved. The concept of having highly 
qualified engineers and technicians go to our operating locations to 
indoctrinate Air Force personnel has contributed greatly to increased 
skill capability and thus favorably affected mission capability and 
accomplishment. Substantial benefits are derived in the use of Air 
Force personnel in critical skill areas by keeping in them with their 
units, rather than losing their usefulness by conducting special 
training at a central location. The contract technical services pro- 
gram grew rapidly in the Air Force from 1950 to 1955. After con- 
tinuing to increase slightly through 1957, the program costs have 
stabilized and we are forecasting no radical increases in the foresee- 
able future. This stability has been accomplished through sound 
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principles of management and control, including the establishment 
of a centralized office of responsibility in the Directorate of Mainte- 
nance Engineering, Headquarters, U.S. Air Force. 

Lt. Col. Stanley C, Lewis, chief of that office, is with us today and 
is prepared to present the philosophy, policy, and trends in our 
contract technical services program. I believe this presentation will 
be of considerable interest to the committee, and with your permission, 
Colonel Lewis will discuss the program with you at the conclusion 
of my statement. 

Depot maintenance and modernization: In the depot maintenance 
and aircraft modernization program, specific Air Force policy fol- 
lows the general contract policy of the Air Force mentioned earlier. 
The Air Force must sustain a sufficient capability to provide logistic 
support with inservice personnel to those weapon systems considered 
most vital to the Air Force mission. Support requirements associated 
with weapon systems will be established in terms of relative priority, 
considering such factors as military requirements, the nature of the 
mission, the planned inventory, and the projected life of the system. 
No fixed percentage can be set as the best distribution of our inservice 
and commercial resources to meet support requirements. 'The mix we 
constantly seek, however, is that distribution of workload which will 
best meet programed objectives. 

Within the total depot maintenance and modernization program, 
particular committee interest has been expressed in the PARC con- 
cept such as found at Dover Air Force Base. “PARC” stands for 
“progressive aircraft reconditioning cycle.” It involves depot level 
maintenance and modification work on aircraft done in stages at pre- 
scribed intervals of flying time. The advantages of doing this work 
at the base rather than bringing the aircraft to a central facility are 
many. Lost time and cost of ferrying the aircraft to and from a 
central facility are not incurred. Work is performed more frequently 
in smaller work packages which can be more closely coordinated with 
scheduled flight time. There is more flexibility to meet emergency 
situations and get aircraft quickly deployed on their assigned mission. 
Expenses incurred in the transfer and inspection of aircraft to a cen- 
tralized contractor facility are eliminated. Adequate base facilities 
eliminate the requirement for duplicate central facilities. Concentra- 
tion of replacement stocks at the Air Force base is also beneficial. It 
is believed that these advantages to the PARC concept speak for 
themselves. 

Mr. Scorr. General, did you ever use the device of contracting out 
work in order to avoid civilian personnel ceilings? Do you run into 
any necessity for doing that? 

General fears. No, sir; to my knowledge we have not. Again, at 
times it might appear this way because of shifting requirements for 
civilian manpower in other areas, or on new weapons systems. 

I might point out again, as I did earlier, that along with our mili- 
tary and civilian services reductions there has been a reduction in the 
contract man-years that we have hired in the contract services. 

Mr. Dotsxr. General, with regard to our basis of reaching the cost, 
is it on a cost basis or is it on a fixed price? 

Colonel Rremonpy. Are you talking of -—— 

Mr. Other contract work. 
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Colonel Rremonpy. It varies with the type of work that has to be 
performed. In some cases we have time and material contracts, in 
other cases we have fixed-price contracts, and for some kinds of work 
we have cost-plus—depending on the nature of the job to be done. 

If we can be very definitive in the type of work that has to be done 
and have a good standard for the repair of that particular item, we 
are in a very favorable position, then, to insist on a fixed-price con- 
tract. In other cases where the work varies, depending upon the age 
of the equipment, the kinds of modifications that have to be done to 
the aircraft or the piece of equipment, we find that the cost-plus type 
of contract is more equitable for all parties concerned. 

Mr. Durskr. Regarding the fixed price, Colonel, is that on an open 
bidding or is this just leased out ? 

Colonel Rremonpy. Colonel Graham, would you like to answer 
that 

Colonel Granam. I am Colonel Graham, Headquarters, AMC. 

It could be either. If it is advertised it results in a fixed price, 
or it could result in a negotiation on Sh oe from several contrac- 
tors that ends up in a fixed price. There is no specific pattern for 
either way. 

Mr. Dutskt. It all depends on the situation. 

Colonel Granam. That is right, on which type of contract we use 
as we contract out. 

As has been said, certainly we would like to have all fixed-price 
contracts, but it is not always possible to arrive at a fixed-price con- 
tract. Many times we start out with a cost-plus contract with a fixed 
fee, and after a year’s experience, when we get better cost data, then 
we possibly go to a cost type of contract with an incentive fee, so the 
contractor, by reducing his costs, would make more profit, and if he 
went over, his profit would be reduced. 

Mr. Dutskt. How does the incentive fee work ? 

Colonel Granam. The target is negotiated, based on numbers of 
man-hours, and a target rate is established. A target fee is also estab- 
lished. As an example, the target rate for fee might be 5 percent. 
Then we have an upward and downward adjustment. If he reduces 
costs on a scale basis, he would have a 7 percent fee, he could earn 
up to a 7 percent fee. If his costs go a little higher than expected, 
his costs would slide down to whatever the basic rate was, 314 to 4 

ercent. 
r Mr. Dutsktr. Colonel, you mentioned rates. Do you take the labor 
market that is in that vicinity for the prevailing rate? How do you 
adjust the rate? 

Colonel Granam. Normally, the rate that is established on this type 
of contract would be the tahoe rate experienced by the contractor, 
including the various skills. 

Mr. Dutskr. Does the Air Force have a prevailing rate in that 
locality themselves? Do they make a survey for themselves to see 
if they are overcharged or underpaying ? 

Colonel Granam. In approaching or accepting the wage rates of 
the contractors, certainly the negotiating contracting officer, as well 
as the administering contracting officer, give consideration to the pre- 
vailing wage rates within the community for the same skill for the 
same sizes of population. As you probably recognize, many of these 
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wage rates employed by contractors are the result of the agreement 
between management and labor. 

Mr. Gross. Would the gentleman yield ? 

Mr. Yes. 

Mr. Gross. You may pay under the prevailing wage rate, is that 
not correct, and then make up the difference with a cost-of-living dif- 
ferential? You do that, do you not ? 

Colonel Grauam. It depends. We have certain types of contract. 
There is one which is known as a time and material contract. 

Mr. Gross. You mean at Andrews ? 

Colonel Grauam. This particular contract operates at several bases 
throughout the United States. 

Mr. Gross. Well, it is in effect at Andrews, is it not? 

Colonel Granam. They have worked there, yes. I am not sure 
they are working there right now. 

Mr. Gross. Well, they have worked there, yes. 

Colonel Granam. In that particular type of contract, in order to 
have a great deal of flexibility, the original contract is negotiated and 
an hourly rate is set up in the contract for the various skills for which 
the contractor will receive his reimbursement, based on the number 
of direct manhours worked. Wave rates are negotiated and include 
the profit, overhead, and what the contractor will pay to the described 
skilled workers. Based on the number of direct man-hours worked, 
then, the Air Force will reimburse the contractor and the contractor 
will then reimburse the employee. 

I am quite sure you would find that what the contractor reimburses 
the employee would be approximately what the prevailing wage rates 
for that skill were in that area. 

Mr. Gross. Mr. Chairman, will the gentleman yield further? 

I am becoming more and more lost, if that is possible, as these 
hearings progress. Mr. Thompson in his statement says that we have 
to contract out work because of the advanced technology and so on 
and so forth. General Gent says the same thing repeatedly in his 
statements. The witnesses before the committee yesterday and the 
day before said the same thing, and I suppose that will continue. 

These remarks are not addressed to you, sir, personally. But Con- 
gress appropriates money to increase the pay to retain personnel 
and appropriates money for training schools to train those retrained. 
Where are we getting with this sort of thing, Mr. Chairman? 
More and more the work is being contracted out; more and more it 
appears we are not getting the skills that we are paying for. 

I am becoming hopelessly lost with this testimony that we are 
getting before the committee as to the reason why we have to go 
out and hire people to tell people, uniformed and civilian alike, what 
they should do. 

Maybe I am short on intelligence; I do not know. I expect I am. 
But I repeat again, I am becoming hopelessly lost in these hearings. 

Mr. Jonansen. Mr. Chairman, I share some of the feelings ex- 
pressed by the gentleman from Iowa, and those feelings are increased 
when I turn back to the printed hearings of this subcommittee in 
1956, which is 3 years ago. Certain questions were raised, and the 
witness proposed to answer the questions by submitting some data 
for the record. 
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On page 177 and following, of the 1956 hearings, we find a number 
of statements that are contained in this material that was submitted 
for the record. One of them refers to the fact that the Air Force is 
engaged in an engineering analysis of all aspects of the functions 
involved in the U.S. Air Force personnel system: 

The Air Force authority established, to conduct this project, a committee-type 
organization of general officers, called the Personnel System Panel, and the 
subordinate Systems Analysis Group, which consists of personnel and statistical 
specialists along with management engineers. 

There is reference to research, factfinding, problem isolation, devel- 
opment of increasing course of action, and a project organization. 
There is reference to orientation trips that have been made to civilian 
production plants. “It is anticipated that the end product of this 
project will be an improved worldwide U.S. Air Force personnel 
system.” 

There is reference to a program established in April 1955 to moni- 
tor and control the establishment and use of all supervisory and high- 
graded civilian positions, GS-9 and above. 

I am not at all convinced that the results reflect the promise that 
was indicated in these statements. I am interested in knowing to 
what extent these various programs of survey and investigation were 
carried out, whether there were any reports resulting from them, 
what has been done to implement the reports, what is the status of 
thet implementation. 

Here is a lot of assurance that was given to us under conditions 
that we could raise no questions about because it was put in the 
record afterward. I would like the kind of an answer that we can 
get while the committee is in session, so that we can explore the thing. 

Can you throw any light on the fruit of all of these very fine state- 
ments made 3 years ago? 

General Gent. I am quite sure, Mr. Johansen, that we can demon- 
strate functional cuts in many areas, although possibly not right 
here today. 

Mr. Jowansen. Well, can you bring to light the printed or written 
reports that resulted and emanated from these studies and surveys? 

General Gent. I am quite sure that we can, Mr. Johansen. I would 
like to have the opportunity, though, to go back and dig out some of 
the old work. 

The one point I would like to make is, I refer to these same things 
in my statement today. What we are doing is constantly refining. 
We have made reductions, as I say, in various functional areas over 
the years since that particular hearing in 1956. 

Mr. JoHANSEN. The point is, when this committee was told 3 years 
ago that certain studies are being made, I think we are reasonable 
in assuming that certain findings and certain programs based on those 
studies are going to result. It would seem to me the course of logic 
and reason, if for no other reason than to impress the committee when 
the job is being done, that in a subsequent year or in subsequent years, 
testimony that is given would relate specifically to these specific proj- 
ects and programs so that we could measure the results and measure 
the findings in direct reference to these projected activities and pro- 
grams. 
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If we could have that sort of thing, General, it would help im- 
mensely in enabling us to resolve the confusion that my colleague 
from lowa has talked about, and it would enable us to relate what is 
happening and what is accomplished directly to what was promised. 

urveys and studies and all that are fine, but we would like to see 
something of the tangible results as related to them, and we would like 
to have them under circumstances that we could ask questions, not 
just have them handed into the record to add more printed pages that 
next year we will again talk about. 

General Gent. Yes, sir. Unfortunately, we are not prepared to 
do this today. However, at the convenience of the committee, we 
will be happy to come up and give you the figures; show you what 
has happened in the past and what we are doing today. 

Mr. Jouwansen. Mr. Chairman, I would like to suggest, and I shall 
certainly suggest to Chairman Davis, that the staff be instructed to 
advise these gentlemen that we want that, and that we want it pre- 
sented in an open hearing where we can have an opportunity to pur- 
sue the matter in direct relation to these activities. 

Mr. Tompson. Mr, Chairman, Mr. Smith is prepared to address 
himself to some specifics in this area. Whether or not they will satisfy 
you as to detail, Mr. Johansen, I am not sure. 

Mr. Jowansen. Are they specifics in relation to these definitely 
listed studies and projects ? 

Mr. Tuomrson. Yes,sir. I think Mr. Smith is prepared to do this. 

However, in general, I think the results accomplished in reduction 
in military, civilian, and contract services over a period of years in- 
dicate that the studies and surveys have been useful in accomplishing 
the purpose of the Air Force. 

r. Gross. Will the gentleman yield ? 

Mr. Jouansen. I will be glad to. 

Mr. Gross. The gentleman was called from the room a little while 
ago when I called the attention of General Gent and Mr. Thompson 
to the fact that the Air Force had assured this committee in 1956 that 
it would institute functional] surveys but as of this date we have had 
no report on any such surveys. 

I think in view of that statement and others made in 1956 that we 
ought to have something definite, as the gentleman from Michigan 
suggests. 

Mr. Tuomrson. We would be glad to do so, sir. 

Would you care to have Mr. Smith give you such specifics as we 
have available now ¢ 

Mr. Gross. We are certainly listening. 

Mr. Soiru. Sir, you previously quoted from the report there an 
effort on our part to establish controls on high grade civilian positions, 
high grade supervisory civilian positions, and I address my remarks 
to that particular portion of the report. 

Just prior to our making this statement we conducted a worldwide 
survey of our high grade and supervisory positions and eliminated 
1,770 such positions at an approximate savings of $7 million in terms 
of payroll. Based on the study that we made at that time, we prepared 


our Air Force regulations 26-4, which we have made reference to 
fore. 
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Since implementation of that regulation, I can say to you that 10 
percent of the requests for establishment of these positions have been 
turned down permanently and denied. I can also repeat what I said 
a moment ago, that we were not completely satisfied with even these 
commendable results, I think, and we are implementing further a pro- 
cedure which the committee suggested last year in its report, and 
that is that all GS-13’s and above be reviewed and approved at the 
secretarial level, or someone close to him. We are now testing out 
that procedure, and we find that we are going to get an even greater 
percentage, if the initial results can be believed, of turndowns and re- 
newals than we got before. 

Mr. JoHANSEN. Maybe my criticism goes not to what the Air Force 
has done; maybe it goes to the form of presentation made by the Air 
Force. All I am asking is for you to be helpful to us so we may be 
helpful to you. 

If you had come in here with your original statement and made 
reference to this item on page 179 and set forth and elaborated what 
you have just testified to, I do not think my friend from Iowa would 
be confused by that. I think we both would be exhilarated by it. We 
are interested in results, and we are interested in techniques by which 
they are achieved, so that they can be applied elsewhere. 

I want to add this personally, because I have just been reading an 
editorial—and you gentlemen are in no sense responsible for this, but 
this reflects an attitude—in the Air Force magazine for December, in 
which the alleged policy of this administration of setting ceilings and 
tailoring defense not to defense needs, but to arbitrarily imposed ceil- 
ings, is criticized. 

As far as I am concerned, I do not want ever to be a party to that. 
I want to see that what is necessary for the defense of this country 
is done. At the same time, human nature and the nature of all gov- 
ernment being what it is, and the necessity for economy being as grave 
as it is as a part of the total defense of this country, we are simply 
trying to work with you to accomplish the maximum mission for the 
security of this Nation and still respect the matters of economy and 
the matters of restraint that just. have to be exercised in all areas of 
government, or government gets completely out of hand. 

If there are more of these statements that have been made in past 
years which you can come in with, maybe we will have hearings after 
Congress convenes in January, and if you can come in and document 
those in relation to these commitments, I think a lot of the confusion 
is going to be eliminated and we can recognize and commend the 
progress that has been made, and we can learn from you. 

We are not sitting here, General Gent or Mr. Thompson, to bait or 
to exasperate you people. We are sitting here to try to work for a 
common cause. 

This, I want to add, is no reflection on any of you gentlemen. But, 
TI hope that the organizational setup within the Air Force, under 
which I understand your civilian superior is now below the rank of 
Assistant Secretary, is no indication of any minimizing of the im- 
portance of personnel as a result of those organizational changes. 

But I have taken this time to try to stress what we are working for, 
or how you can help us. 
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Mr. Tuompson. We will be glad to go through the previous testi- 
mony, Mr. Johansen, and do our best to document the techniques used 
and the results obtained. , 

Mr. Jonansen. And the results obtained, yes. 

Mr. THompson. This, I am sure, presents no real problem for us. 

Mr. Jouansen. I cannot conceive of anything that is more in line 
with our purposes or more helpful to us, or more likely to be helpful 
to you. 

Mr. Atrorp. Mr. Chairman, will the gentleman yield? 

Mr. JowHansen. I yield, yes. 

Mr. Axrorp. I beg the indulgence of the committee for repeating 
a statement I made previously when the other services were present. 

I want to congratulate our distinguished colleague from Michigan 
on the statement he has made, critical of the present administration’s 
policy—do I understand correctly ?—in curbing the military. 

Mr. Jonansen. I quoted the editorial saying the administration 
was criticized for doing it. I am not passing judgment on that criti- 
cism. I am disassociating myself from any approach of that kind, 
regardless of what administration is in. 

Mr. Aurorp. May I state for the record, as this is the only forum I 
shall have in which to state as a Member of Congress, so 1 beg your 
indulgence in that, that I am for a stronger Air Force, a stronger 
Army, and a stronger Navy, and I am very definitely opposed to this 
idea, as I have stated two times previously in these hearings, of 
watering down the military services of our country in the name of one 
uniform, or in the idea or the trend in that direction. I do not think 
it is healthy for the defense of this country, and as a Member of Con- 
gress I want that stated for the record. 

I want also to state for the record that I congratulate the Air 
Force on what I think, as a member representing my own people, is 
the tremendous job they are doing. In the matter of manpower 
utilization, certainly, it is of interest to all of us, and as the duly 
elected representatives of our people, to see that manpower is utilized 
in the best way possible. 

But I do not want to miss the opportunity to state here for the rec- 
ord that I want to see more military. 

Thank you, sir. 

General Gent. Mr. Johansen, I would like to refer back to one of 
your questions in reference to, you might say, the stature of the man- 
power and personnel business. 

I do not think that this has fallen off in any way. I think, as a 
matter of fact, it is being much more greatly stressed in the Air 
Force today than it ever has been before. 

Mr. JoHansen. I certainly hope that is the case. I do want to add 
just one other thing, because I have not said it to this group: the 
record, overall, of the executive branch shows that in the matter of 
utilization of manpower, the record of the defense services has been 
better in terms of evident reductions and evident effort to cope with 
the problem than it has in the nondefense agencies of Government, 
and I am not going to be hesitant to tell all of the nondefense agencies 
that that is the case. 

So I do not want you to feel that I am singling out the military. I 
think in many respects, as I said yesterday to the Navy and the Army, 
that we can tell some of the nondefense agencies to go and do likewise. 
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But it will help us if you can relate what you indicate in one year to 
what you report the next. 

General Gent. Yes, sir. 

Mr. Gross. Mr. Chairman, neither am I singling out the military 
nor singling out the Air Force by the remarks I made a little while 
ago. I have said the same things to those who have appeared from the 
other branches of the service. I am deeply concerned, and will con- 
tue to be concerned as long as I am around here, with this business 
of contracting out work that I think the uniformed and civilian em- 
ployees of the various military establishments ought to be doing. 

General Gent. Yes, sir. This is the reason we have established the 
study on the total manpower mix: to determine exactly those things 
that must be done in the military, in civil service, and what might be 
done by contract. We are trying to spell this out very carefully so 
that we can go to the commanders and give them some guidelines. 

Mr. Scorr. You may proceed, General. 

General Gent. The next item I have is on quality control. The 
committee has expressed interest in the way the Air Force insures that 
it is getting proper results from its contracting and how it controls 
certain contractor costs. The Air Force, along with the other military 
departments, follows Department of Defense policies and directives 
on inspection and quality control. These policies include the establish- 
ment of a quality control system by contractors and the surveillance 
of that system by Government representatives. 

Mr. Scorr. General, what is the policy of your department with 
respect to permitting contractors to inspect their own work 4 

General Gent. They actually do, sir. This is part of the contract, 
that they inspect their own work so that they can control the quality 
of the work that they are doing. 

Mr. Jonansen. But do you limit the inspection to self-inspection ? 

General Gent. No, sir. 

Mr. JoHANsEN. Do you substitute inspection by their own inspectors 
in quality control for inspection by the Air Force? 

General Gent. No, sir. We have our own people who are inspecting, 
you might say, the producer's quality control system. In some cases, 
we might inspect his production 100 percent; in others it is by statisti- 
cal means. This is determined by what he has been producing in the 
past, the way he has done his job in the past, in many cases. 

But we certainly have not relaxed our inspection of the products of 
our various contractors, regardless of what the item might be. How- 
ever, we feel that it is a basic part of his job to control his own work 
force and inspect what they are doing. 

As I said, the Air Force, along with the other military departments, 
follows Department of Defense policies and directives on inspection 
and quality control. These policies include the establishment of a 
quality control system by contractors and the surveillance of that sys- 
tem by Government representatives. 

Quality control is an inherent responsibility of the organization 
which produces, maintains, or uses the materiel involved. Our view 
is that quality control specialists cannot inspect. quality into an item. 
Our practice, therefore, is to use Air Force quality control specialists 
to constantly evaluate the producing organization’s quality control 
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system and the product being manufactured or maintained. This 
quality surveillance program includes procedures covering procure- 
ment, supply, and maintenance. Reliability, cost, delivery, and per- 
formance are evaluated in the overall Air Force quality assurance 
program. One hundred percent product inspection is used in some 
cases, statistical sampling techniques in others. 

Control of contractor costs. With respect to the control of con- 
tractor costs, the Air Force has been concentrating on the use of 
incentive type contracts as one of the most desirable means for creating 
a basic desire on the part of the contractor to reduce costs. 

Mr. Jowansen. I do not want to anticipate your testimony, but 
would you just in a sentence or two explain what you mean by the 
“incentive type contracts” ¢ 

General Genv. I believe Colonel Graham would be best qualified 
to answer that, Mr. Johansen. 

Colonel Grauam. Mr. Johansen, in starting a new weapons system, 
it is impossible to arrive at an exact figure as to what the system 
will cost. Many times it is necessary to start out with cost-plus, 
with a fixed fee attached to that, or the estimated dollar figure. 

After an experience has been gained of possibly a year’s produc- 
tion or a certain number of articles, in which the Air Force and the 
contractor as well have an opportunity to review exactly what it did 
cost to produce or maintain the article, then it is possible to turn to 
a different type of contract, one that would not provide for a fixed 
fee on the total dollars, but one that would give the contractor more 
‘ena if he was able to reduce his costs that were negotiated, and a 
ess profit if he did not reduce them. 

Carrying it on down the line then, after we had possibly another 
year’s experience in producing this article or services, it would be 
possible to go to a straight fixed-price contract, which we naturally 
prefer, because we think that is the biggest incentive for contractors, 
if we can establish a good fixed price, to reduce his cost. 

But with this incentive fee, if he produces lower costs, he is then 
on a formula basis allowed more profit, and if he does not produce 
as well, he gets a lesser profit. 

Mr. JoHaNnseN. Thank you. 

The wicked thought occurs to me, Mr. Chairman, that maybe there 
might be a device for manpower controls in some parts of the Gov- 
ernment, if the grade of the supervisor were arranged on something 
of an incentive basis, where more production per manpower, or less 
manpower for doing the job, would increase his job rank rather than 
the reverse. 

I realize that is an irrelevant and wicked suggestion. 

Mr. Tuompson. Mr. Johansen, I had the same thought back in 
1942. I spent a long time at it, and I never got anywhere. When 
you eliminate the profit and loss concept, any formula that you can 
develop gets so complex, in trying to determine in which direction 
you should go, that it gets to a point of no return. 

Mr. JoHansen. Not having gone through your experience, I am not 
yet unconverted, so far as the idea is concerned. 

General Gent. The Department of Defense, after considering the 
views of the various cross sections of industry and the General Ac- 
counting Office, has recently issued revised cost principles for use in 
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defense contracting. The new regulation provides a single compre- 
hensive set of cost principles with particular reference to the control 
of salaries, recruiting costs, training, per diem allowances, and other 
employee fringe benefits. This revised directive applies to those types 
of contracting where effective competition is not present. This direc- 
tive also posse BA to contract terminations and settlements. When par- 
ticular areas present difficult problems of administration, provision 
is made for specific agreement on the handling of costs in advance of 
the signing of contracts. In addition, during the past 2 years the 
Secretary of the Air Force and the commander of Air Materiel Com- 
mand have conducted many meetings with leading airframe, missile, 
and electronic contractors to obtain their genuine support in two areas: 
The reduction to a minimum of their operating expenses, and an in- 
crease in their effectiveness in subcontract management. 

In summary I would like to emphasize that the Air Force has re- 
duced its personnel strengths while introducing new complex weapon 
systems into operational use. We have strengthened our programs to 
improve the quality of personnel, both military and civilian, and we 
have sought ways and means to improve our use of manpower as we 
accomplished our missions with fewer personnel. We will continue 
our efforts to modernize and refine the Air Force manpower system 
to establish and maintain the credibility of Air Force manpower 
requirements. 

Mr. Avvorp. Mr. Chairman, may I address this to whoever is the 
proper one to receive it. This is a small matter, but one that came 
through my office, as far as congressional business is concerned, 

In the Air Force, or any of the services, for that matter, I am sure 
it is the same. Are you having difliculty getting the required number 
of medical personnel? I know that in some of your Testis you are 
having to contract out medical work, is that not correct? And the 
personnel of your base feel that they are not receiving as much atten- 
tion from military medical personnel as they would Tike to have. Is 
that true or not true? 

General Gent. I think Colonel Aring can answer that. 

Colonel Artne. Mr. Alford, we do have and I think the Department 
of Defense as a whole does have difficulty in recruiting and keeping 
medical officers. This is not quite as bad a situation in medical spe- 
cialists of the technician type as it is in the medical officers themselves. 

The problem in medical care is—and this is particularly in the de- 
pendents’ area where we receive most of our complaints—our hospital 
stafling really is not designed to give total medical care for the military 
population and its dependents. In those cases, we do use civilian hos- 
pitals and civilian doctors to provide the additional care that is 
required, 

speaking from my own experience as a wing commander in France, 
we did have one French medical officer on the base. The women and 
children, I am sure, preferred the Americans, but he was a competent 
doctor, and it was chenplie actually for us to have this one French 
medical officer as a civilian on the base, because their pay scale was 
lower, than it would have been to have added another military man. 

Mr. Gross. Perhaps I should not raise this issue, but speaking to 
the service in France, was that an Air Force hospital that was built 
over there and never used / 
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Colonel Artnc. That was not at my base, Mr. Gross. 
Mr. Trompson. The answer is yes, sir. 
Mr. Gross. That was an Air Force base hospital, though ? 

Colonel Artne. Yes; it was an Air Force hospital. 

Mr. Gross. And it was never used—for what reason ? 

Colonel Artne. I am not competent to answer that question, sir. 

Mr. Gross. I wondered if it was because of a lack of doctors or 
personnel to man it. 

Mr. Tuompson. No; I believe it was primarily because of the 
necessity of transferring units out of France into other areas. 

Mr. Gross. The hospital has never been used; is that right ? 

Mr. Tuompson. I believe this is true. We are not any happier 
about it than you are, sir. 

Mr. Scorr. General Gent, in your statement you refer to House 
Report 2512. Has the Comptroller General evaluated the imple- 
mentations you adopted in this connection ¢ 

Colonel Lisny. There have been reports surrendered to the Comp- 
troller General. Personally, I am not certain of any reply from hin. 
But there have been reports to him on the survey made when that 
was conducted. 

Mr. Gross. I wonder if anyone here would like to comment on this 
Air-Mod operation at Dover, Del. 

Colonel Rremonpy. Air-Mod happens to be one of our contractors 
who is engaged in principally two different kinds of jobs for us. The 
work they are doing is strictly of a depot level nature. They are 
engaged in accomplishing progressive aircraft reconditioning cycles 
on aircraft which are stationed at Dover. This is commonly referred 
to as PARC. 

Mr. Gross. The work is being carried out at Dover, Del.? Or is it ? 

Colonel Rremonpy. The contracting is done out of the Chicago 
Procurement Office. 

Is this not correct ? 

Colonel Granam. The contract is written at the Oklahoma City 
air materiel area. After the contract is written and negotiated, the 
district in which the contractor’s home office is located is in the geo- 
graphical area of the Chicago Air Procurement District, and, there- 
fore, the Chicago Air Procurement District has the contract to ad- 
minister. It is their responsibility to insure that the contractor carries 
out. and performs under the contract. 

This does not apply to the one at Dover, because that is handled by 
the New York Air Procurement District. 

Mr. Gross. Where is this work being done? Chicago or Dover? 

Colonel Rremonpy. As I was saying, sir, the Air-Mod Co. has two 
kinds of work that they are performing for the Air Force. One of 
the jobs they have to do is the PARC, which is done at Dover. An- 
other job they have to do is the accomplishment of certain modifica- 
tions on certain selected aircraft. They do this by sending various 
teams to the various Air Force bases wherein the equipment is being 
operated. 

This is our contract field team operation, and its principal job is 
the accomplishment of certain kinds and modifications on certain 
kinds of airplanes. They move all over the United States, depending 
upon where the aircraft are based. 
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Mr. Gross. The $64 question is, why do you not use your own 
people ¢ 

Colonel Rremonpy. I think I am prepared to answer that, sir. 

Again, we go back to the basic criteria that we have been utilizing 
as far as distribution of workloads are concerned. We recognize in 
the first instance that the total depot level workload which the Air 
Materiel Command incidentally is charged with, is greater than the 
manpower which we are currently authorized. We intend to accom- 
plish about 123,000 man-years of depot level work in fiscal 1960. We 
will employ about 70 percent of this within our resources; the rest 
of this work has to be contracted. 

A portion of this workload is of the nature that the Air-Mod people 
are doing for us at various Air Force bases. 

Mr. Gross. You provide the space and you provide the tools, do 
you not? 

Colonel Riemonpy. We generally provide facilities, but the hand- 
tools, the special tools required to do the particular modification on 
the various airplanes are provided by the contractor. 

Mr. Gross. You provide a certain amount of machinery, do you not, 
or tools? 

Colonel Riemonpy. A certain amount of the base facilities are 
utilized by the contractor in accomplishing this work, yes. 

Mr. Gross. If you do not have the personnel, why could you not 
hire the personnel, rather than go through this broker? 

Colonel Riemonpy. The reason we cannot hire the personnel, sir, 
is that these would exceed our manpower authorizations. 

Mr. Jouansen. Will the gentleman yield ? 

Mr. Gross. Yes, I will gladly yield. 

Mr. Jowansen. Does that mean, in other words, that because of 
limitation of manpower, which this committee is encouraging, we are 
forcing you into an uneconomical performance of certain necessary 
functions ? 

Colonel Rremonpy. May I answer that question, Mr. Johansen ? 

I am not saying that this is an uneconomical operation. 

Mr. JoHANSEN. Well, by “uneconomical” I mean a more costly oper- 
ation than if your own personnel did it. 

Colonel Riemonpy. I am not saying it is more costly, either, sir. 

In this particular regard we find that all things being equal, in the 
long haul what we are paying Air-Mod for this particular kind of 
work is very comparable to that which we have to pay our own people 
to do the same kind of work. 

Incidentally, we also use depot personnel to go out to the various 
Air Force bases to accomplish similar kinds of work. If we compare 
the costs of what it costs our depot personnel versus what we are 
paying the Air-Mod people for this kind of work, we find that the 
costs are rather comparable. 

However, we must be aware of the fact that it is difficult to run a 
very close comparison on the costs, because of differences in accounting 
procedures. 

For example, if we say what does it cost the Air Force in its depot 
for a direct labor hour, we find we are paying in the order of about $6. 
But there are a lot of costs not included in there. For example, we 
are not amortizing our plant investment, there is no portion of the 
total costs which is applied. 
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Mr. Jonansen. That is an existing cost, anyway, is it not? 

Colonel Rremonpy. Yes it is an existing cost. But if you say, on the 
other hand, well, you allow this kind of a cost to a contractor, then in 
effect we are comparing apples and oranges. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. JOHANSEN. Yes. 

Mr. Atrorp. Colonel, would it not be more efficient for the operation 
of the Air Force, then, since I take it from your testimony you feel 
the costs would be approximately the same—would it not be a more 
efficient operation as far as the long-range plan is concerned if the 
Air Force trained its own personnel and continued these people year 
in and year out to perform this, and pass this information on down? 

Colonel Rirmonpy. Yes Mr. Alford, this is possibly correct. How- 
ever, there are other factors that we must take into consideration on 
the work that we contract out. 

For example, in the very early stages of a new weapon as we bring 
it into inventory, there are certain benefits to be derived by the manu- 
facturer of the equipment rather than, in the long run, by the Air 
Force. If we permit that particular prime manufacturer to be in- 
volved in maintaining the equipment which he has produced for the 
Air Force to use, we resort to what is know nas analytical overhaul, 
in this particular case. We let him maintain the equipment. Through 
maintaining it, he finds wherein his equipment has been deficient, and 
as a consequence, can effect a product improvement program. 

Mr. Atrorp. Relative to that, Colonel, do you or do you not feel 
that you, as trained personnel and experts, know what the value of 
a weapon is better than the manufacturer, as far as the tactical use 
of such weapon is concerned. 

General Gent. I believe here we are talking about components that 
make up the weapons system, not the actual use of it as a tactical 
weapon, sir. 

Mr. Atrorp. Relative to that, if I go far afield, I had no intention 
to. I meant to say, is it not a more efficient operation—going back 
to my previous statement several minutes ago—as far as the military 
is concerned, and the military objective, to have your own personnel 
doing these operations, whether it is overhaul or maintenance, and so 
forth, than it is to contract it out to civilians? 

General Gent. In some cases I would like to answer this question 
by saying this: That particularly in the modification area, we are 
talking of short-time peakloads, where new equipment is being in- 
stalled in aircraft. Is that not correct ? 

Colonel Rremonpy. That is correct, sir. 

General Gent. We have had several contracts like this, where you 
change the radio gear in the bird, and as a result you do not want to 
build up your regular force to do this one-time job. 

This is part of our contracting that we are doing today. 

Mr. JowHansen. Coming back to my original statement, the only 
thought I wanted to inject—and I recognize there are a variety of 
factors here—is that I do not want arbitrary manpower limitations 
to become an unavoidable cost. or an excuse for contracting out at 
higher cost services which, with more adequate manpower, all other 
things being equal, could be more efficiently and economically utilized. 
That is the only point I make. 
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ee Trompson. May I speak to that, Mr. Chairman, just as an 
aside ? 

I think that regardless of the fact that we have manpower ceilings, 
if we had no manpower ceilings, Mr. Johansen, I am quite sure that 
we would still want to contract a certain amount of the work because 
of the nature of the work, such as General Gent mentioned. An air- 
craft modification or an engine modification which is one-time job. 

Mr. Jonansen. That falls within the principle I tried to state. I 
just want to be sure that the other does not occur. If you need more 
men to do something more economically that is necessary than it could 
be done through contracting it out, then I do not want us to become 
such devotees of statistics showing reductions in civilian personnel 
that we are defeating the ultimate purpose of all of this, which is 
maximum savings and at the same time maximum defense. 

Mr. Gross. Mr. Chairman, I wonder if we could have from the Air 
Force a record of the cost analysis of the Air-Mod contract at the Dover 
Air Force Base. 

Mr. Scorr. Is that available ? 

General Gent. Yes. Did you want that for the record, Mr. Gross? 

Mr. Gross. Yes. 

General Gent. Yes, we will get that for you, sir. 

(The material referred to follows.) 


The cost analysis for the contract with the Air Mod Division, Cook Electric Co. 
to perform the progressive aircraft reconditioning cycle and technical order 
modification of 72 C-124 aircraft at Dover Air Force Base is shown below. 

The contract is a cost-plus-incentive-fee type. The cost-plus-incentive-fee 
contract is a cost-reimbursement type contract with provision for a fee which is 
adjusted by formula in accordance with the relationship which total allowable 
costs bear to target costs. Under this type of contract, there is negotiated 
initially a target cost, a target fee, a minimum and maximum fee, and a fee 
adjustment formula. After performance of the contract, the fee payable to the 
contractor is determined in accordance with the formula. The formula provides, 
within limits, for increases in fee above target fee when total allowable costs are 
less than target costs, and decreases in fee below target fee when total allowable 
costs exceed target costs. The provision for increase or decrease in the fee is 
designed as an incentive to the contractor to increase the efficiency of 


performance. 
The man-hour rates used for determining target costs are as follows: 
Overhead (76.92 percent of estimated direct labor cost) __________ 2.00 
General and administrative (5 percent of estimated cost) -.-___-- 23 
Total estimated target cost a 4.83 


The target fee in this contract is 6 percent of estimated total target cost. 
The minimum fee is 4 percent of total estimated target cost, and the maximum 
fee is 7 percent of total estimated target cost. The fee adjustment formula is an 
incentive 80-20 sharing arrangement. For every dollar that the contractor’s 
total allowable costs exceed target costs, the contractor’s fee is reduced by 20 
‘cents down to the minimum fee. For every dollar that the contractor’s total 
allowable costs are less than target costs, the contractor’s fee is increased by 20 
cents up to the maximum fee. 


Mr. Gross. There is just one other thing. 

Someone earlier in the testimony spoke of a reduction of Air Force 
employees in Japan. I do not remember whether it was Mr. 
Thompson or General Gent. 

Mr. Tuompson. I think the statement was to the effect that we had 
been able to reduce our own employees in Japan by turning over a 
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lot of aircraft control and warning equipment to the Japanese self- 
defense force to operate themselves. 

Mr. Gross. There had not been a reduction, then, of the Japanese 
work force insofar as the Air Force is concerned ? 

General Genv. Yes, sir; there was a reduction of 400 Japanese 
nationals out of the A.C. & W. program. These responsibilities were 
taken over by the Japanese self-defense work. 

Mr. Gross. And you have lost all that saving now in the Philippines, 
have you not, by virtue of the fact that you have to go out and 
hire 450 native guards to take care of your air base over there? 

I do not know that that has any particular bearing upon this 
hearing, but I noticed in the morning paper the Air Force has hired 
450 Filipino guards to protect themselves from the Filipinos. Are 
we over there to defend the Filipinos as well as ourselves? What is 
the story? 

Mr. Tuompson. I think I will have to defer that to the Department 
of State, sir. I believe that the hiring of the Filipino guards by the 
Air Force was the result of an agreement reached between the De- 
partment of State through our Embassy and the Philippine Govern- 
ment. 

Mr. Gross. Yes, because the Filipinos were robbing and looting our 
air base. Is that not correct ? 

I wondered who we were supposed to be protecting in the Philip- 
pines. 

Mr. Tuompson. That is a very good question, but I do not propose 
to try to answer it, sir. 

Mr. Gross. No, I do not expect you to, really. 

Mr. Scorr. General, I believe you said Colonel Lewis was present 
and able to make a statement as to the purpose and future trends in 
the use of contract technicians. 

General Genr. Yes, sir. 

Mr. Scorr. Our time has run out, so I was wondering if he would 
like to prepare a statement for the record. 

General Gent. Yes, sir; we will be happy to do that. 

(The information referred to follows.) 


CoNnTRACT TECHNICAL SERVICES PRESENTATION TO THE DAvis COMMITTEE 
BY Lr. Cov. Stantey C. Lewis ON DECEMBER 2, 1959 


Gentlemen, I am pleased this morning in having the privilege of presenting 
the U.S. Air Force Contract Technical Services program to your committee. 

Contract Technical Services is the medium through which technical services 
of industry are acquired by and administered within the Air Force. As General 
Gent mentioned earlier, it is through this program that we get technical people 
from industry to train our Air Force personnel on new weapon systems. The 
CTS personnel instruct, advise, or assist USAF personnel in the installation, 
operation, and especially maintenance of weapon systems and complex equipment. 

We require the technical services of industry for only a limited period of time. 
This is usually for about 24 months after a new system has been placed in an 
organization’s operational inventory. Occasionally, 6 to 12 months are adequate 
to raise our military skills to a point where we have the organic capability to 
fulfill the assigned missions. Occasionally, we must have service beyond 24 
months if the equipment is extremely complex or if extensive modifications of 
equipment have been made. In any event, we terminate CTS people as quickly 
as possible. 

The CTS program is worldwide. Approximately 6,000 people are instructing 
our military personnel in the four corners of the world. Phileco instructs on 
microwave communications at Sidi Slimane in French Morocco; Canadian Com- 
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mercial Co. has three people on radar and communications at Pagwa, Ontario, 
as part of the NORAD early warning and control; IBM will provide technical 
instructors on the ASQ-88 Bomb-Nav system at 17 different SAC B-52 bases; 
Convair and Pratt & Whitney instruct.on the F-102 interceptor at five different 
bases in the Pacific. 

CTS provides the Air Force with three things: first, it provides earlier effec- 
tive application and support of new weapon and ground environment systems 
through earlier technical problem solution and personnel indoctrination. Next, 
it provides a close liaison between the manufacturer, his product in use, and 
the using activity during the introduction of new equipment. Lastly, it provides 
a means to supplement Air Force skills where skill deficiencies critically affect 
mission capability. 

Factors governing the size of the CTS program are many and varied ; however, 
they break down into three closely related major areas. These are: (1) The rate 
at which new equipment is introduced into the inventory; (2) the degree of 
complexity of new equipment; (3) the rate of turnover of military personnel 
as it affects overall skill levels. 

The history of the Contract Technical Services program is interesting. It 
started as a support program during World War II. For several years, the 
services were obtained from the hardware procurement contract. In 1955, 
CTS became an entity of its own. CTS people and dollars became identified ; 
effective utilization became a reality. Today, we have a sound, well managed 
and rigidly controlled program. In spite of this, however, we still have problem 
areas which I hope to mention later. 

To have a better appreciation of tangible benefits, I will discuss, briefly, 
concepts and philosophy. The Air Force has a factory training program which 
is separate from the CTS program. It is impossible to send all airmen who 
require training to the factories. In general, factory training is limited to 
courses of a few weeks duration and is for the purpose of providing a small 
number of senior airmen with the required skills in advance of weapon delivery. 
In fiscal year 1959 the Air Force sent approximately 8,200 personnel to the 
factories for these short-time courses on various weapon and electronic ground 
environment systems. 

By having highly qualified specialists from industry go into the squadrons 
at the time of equipment delivery, we are able to train large numbers of Air 
Force personnel—the number is many times that which could receive factory 
training. This year, we will be upgrading the skill level of over 210,000 airmen 
in the field. 

Assets of this arrangement are many. Military skill levels have risen signifi- 
eantly. SAC, Air Defense Command, Alaskan Air Command, and all the other 
commands have stressed the vital role which CTS people have played in training 
their people to permit mission accomplishment and capability. 

By having instructors go into the operating squadrons, our people are better 
utilized. Airmen stay at their site of work in an environment that is real. 
There is no lost time through pipelines. 

Principles of management of the Air Force CTS program are unique and 
worthy of note. We have centralized control in one office under the Directorate 
of Maintenance-Engineering. In this office, we maintain surveillance and con- 
trol of the entire worldwide Air Force CTS program. Our regulation and 
manual and frequent letters of instruction explain in detail the essential 
guidance and procedures for control of this program within the lower echelons. 

Automation has been applied where feasible and logical. Each command 
submits a mechanized report to Headquarters USAF twice a year. This report 
reflects every CTS requirement: equipment on which indoctrination is required, 
when the equipment has been, or will be, delivered to the organization, when 
technical services are required, location, man-month costing, and other pertinent 
information. 

How do we establish CTS requirements and what is the related administrative 
process? The missile, propulsion, radar or other participating corporations 
neither dictate nor establish CTS requirements; instead, the operating command 
determines this. The detailed requirements are submitted to Headquarters 
USAF in the mechanized form which I just mentioned to you. The require- 
ment for every CTS man is examined in detail by the technical staffs. 

The first of several charts (chart 1) depicts the CTS effort during the past 
several years. Though the abscissa is identified by years, I have intentionally 
omitted the identification of the vertical ordinate. Starting at a base point on 
the left side of the chart, we notice an inventory curve. This inventory curve 
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may be roughly defined as hardware costs or more accurately, though abstractly, 
as equipment complexity. Three years ago, it was forecasted that Contract 
Technical Services in fiscal year 1961 would cost $150 million of which $100 
million would be directed toward missiles. It is interesting to note that for 
the past 3 fiscal years, complete stability in the order of $60 million has been 
achieved. 

We recently started to develop criteria for the number of instructors to be 
assigned to an operating organization (chart 2). For example, this chart 
reflects maximum requirements for a SAC B-52 squadron. If the skill levels 
of this B—52 organization are sufficiently high to permit self support, appropriate 
reductions will be enforced. The next chart (chart 3) represents the actual 
number of CTS personnel in the 438th Fighter Interceptor Squadron at Kinross 
Air Base in upper Michigan today. This F—102 Air Defense squadron has been 
in existence for 2 years; the number of CTS personnel there has already 
decreased. The bottom of the chart reflects that ADC has reduced their CTS 
effort by over 200 people in the last year. Note that we still have three people 
there instructing on the MG~—10 fire control system. This is a problem area. 
Numerous model improvements and retorfits on top of an already complex sys- 
tem have demanded that training support be continued. Fully trained me- 
chanics in Air Defense Command on the MG-—10 are only 50 percent of the 
authorized strength on the fire control system computer and 67 percent on the 
system radar. 

The next two charts show our requirement for selected weapon systems. 
Chart 4 shows the man-years of CTS for this year on the Century series fighters 
and the present-day bombers. The following chart (chart 5) shows the missile 
requirement. The bottom line shows the CTS effort for A.C. & W./SAGE. 

The costs of this program show an increase from $33 million in fiscal year 1955 
to $61.4 million in fiscal year 1957. The cost in fiscal year 1958 was $66 million. 
The costs have declined for the last 2 years back to about $60 million. 

In conclusion, I cannot help but stress the fact that contract technical services 
has been a most important link in our mission capability. Industries have pro- 
vided us with skilled engineers and technicians to train thousands of personnel. 
This has been one of the mediums through which we have attained our high level 
of mission readiness. 
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Cuart No. 2 
CTS criteria for the B-52 squadron 
Ist year 2d year 3d year 4th 
year 
Propulsion: 
3 3 1 1 1 1 1 1 1 1 1 1 0 
Armament-elect.: 
2 2 2 2 1 1 1 1 0 0 0 0 0 
2 2 2 2 2 2 1 1 1 1 1 1 0 
1 1 1 1 1 1 1 1 1 1 1 1 0 
Ground support: 
1 1 1 1 1 1 1 1 Oo; 0 0 0 
Dual utilization with KC-135 squadron. 
Cuart No. 3 
OTS for the F-102, ADC 438th FIS, Kinross Air Base, Mich. 
Contractor 
Hughes. 
Do. 
Link. 
Philco. 
Dyn. Elect. 


Total ADC: 


Cuart No. 4 
CTSP by weapon system 


F-100 140 
F-101 243 
F-102 340 
F-104 55 
F-105 23 
F-106. 138 
= 190 
B-52. 618 
B-58 21 
Cuart No. 5 
CTSP by weapon system 
Matador/Mace 62 
Snark 18 
Atlas 101 
Thor. 57 
Bomarec 35 
AC & W 1, 047 


Mr. Scorr. Are there any other questions ¢ 
Mr. Atrorp. Mr. Chairman, may I submit for the record—I know 
it has nothing to do with the group that is present here—as a matter of 
policy, from above, wherever that comes from, I cannot agree with 
the contracting-out policy, that it is more efficient, except under special 


9 
472 
| 237 
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circumstances to which the general referred. This overall policy of 
contracting out as much as we possibly can, I think, is very definitely 
tied in with this inflationary spiral. 

Thank you, sir. 

Mr. Scorr. Gentlemen, we appreciate your appearing here. Thank 
you for your cooperation. 

The committee will recess until 2 o’clock, when representatives of 
the Housing and Home Finance Agency will be heard. 

(Whereupon, at 12:25 p.m., the subcommittee recessed, to reconvene 
at 2 p.m., the same day.) 


AFTERNOON SESSION 


Mr. Scorr. The subcommittee will come to order. 

We continue this afternoon the hearings by the Manpower Utiliza- 
tion Subcommittee which were started on Monday. We are happy to 
have this afternoon representatives from the Housing and Home 
Finance Agency. 

I believe the principal witness is Hon. Charles B. Brownson, Assist- 
ant Deputy Administrator. Mr. Brownson is a former Member of 
the House of Representatives from the State of Indiana. 

We welcome you this afternoon. 


STATEMENT OF HON. CHARLES B. BROWNSON, ACTING DEPUTY 
ADMINISTRATOR; ACCOMPANIED BY LEWIS E. WILLIAMS, AS- 
SISTANT ADMINISTRATOR FOR ADMINISTRATION; JOHN M. 
FRANTZ, DIRECTOR, DIVISION OF BUDGET AND MANAGEMENT; 
AND DOUGLAS E. CHAFFIN, DIRECTOR OF PERSONNEL, HOUSING 
AND HOME FINANCE AGENCY 


Mr. Brownson. Thank you very much, Mr. Chairman. 

I have with me today from the agency, Mr. Lewis E. Williams, the 
Assistant Administrator for Administration, at my immediate left; 
Mr. John M. Frantz, Agency budget officer, at his left; and on my 
right Mr. Douglas E. Chaffin, Director of Personnel in the Office of the 
Administrator. 

I appreciate your welcome very much. It is good to be back u 
here on the Hill again, this time on the other side of the table, to talk 
over with you some of the problems we have in our Agency downtown, 
and what we are doing about them, in this field of manpower utiliza- 
tion. 

I believe all the members of the committee have a copy of Adminis- 
trator Mason’s statement. Since it is primarily a historical back- 
ground of the Agency, I would like to ask, sir, to have it introduced 
in the record at this point. 

Mr. Scorr. Without objection that will be inserted in the record. 

(The statement referred to follows :) 


STATEMENT OF NORMAN P. Mason, HoustInG AND HOME FINANCE ADMINISTRATOR 


Mr. Chairman and members of the committee, I appreciate the opportunity 
of discussing with the Subcommittee on Manpower Utilization some of the 
things which the Housing Agency has done, and is doing, in order to utilize 
most effectively its manpower resources. 
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As this is the first time we have appeared before the subcommittee, I think 
it would be appropriate to outline some of the facts relating to the development 
of the Agency and its programs, as a background for our discussion. 

In 1940 and 1941, as a result of the critical shortage of housing needed to 
support the defense effort, the first real efforts were made to coordinate the 
agencies of the Federal Government dealing with housing and related problems. 
And, in 1942, the pressure of actual war brought about a consolidation of those 
agencies, into the National Housing Agency. 

The Housing and Home Finance Agency was established as the permanent 
peacetime housing organization by Reorganization Plan No. 3 of 1947. 

On July 27, 1947, when the reorganization plan became effective, the Housing 
and Home Finance Agency consisted of the Office of the Administrator and 
three constituent agencies—the Home Loan Bank Board, the Federal Housing 
Administration, and the Public Housing Administration. 

By Reorganization Plan No. 22 of 1950, the Federal National Mortgage 
Association was transferred from the Reconstruction Finance Corporation to 
the Housing and Home Finance Agency. 

By Reorganization Plan No. 17 of 1950, the functions of the Administrator 
of General Services with respect to community facilities were transferred to 
the Housing Administrator. These functions, together with related programs 
authorized in later legislation, were first performed in a division of the Office 
of the Administrator. In 1954, upon the recommendation of the President’s 
Advisory Committee on Government Housing Policies and Programs, these 
functions were assigned to a new Agency constituent: the Community Facilities 
Administration. 

At the same time, the functions of the Administrator with respect to the 
new slum clearance and urban renewal program, authorized in 1949 and greatly 
expanded by the Housing Act of 1954, were reassigned from the Office of the 
Administrator to another new constituent: the Urban Renewal Administration. 

By an amendment to the Federal Home Loan Bank Act, the Home Loan 
Bank Board was removed from the Agency on August 11, 1955. 

The Housing and Home Finance Agency thus now consists of the Office of 
the Administrator and the two constituent units—Community Facilities Ad- 
ministration and Urban Renewal Administration—which perform functions as- 
signed by statute directly to the Administrator, and three constituent agencies— 
the Federal Housing Administration, Federal National Mortgage Association, 
and Public Housing Administration. 

These are the major changes in the composition of the Housing Agency since 
its establishment. There have been, in addition, each year since the Housing 
Act of 1948, substantial additions to the program responsibilities of the Agency. 
A detailed list of these changes would take many pages; the more important 
of them will be mentioned in this statement. 

In 1950, full-time employment in the Housing Agency reached a postwar peak 
of 14,255 persons. This peak was, in part, the result of the transfer into the 
Agency of some 1,250 employees of the Community Facilities Service and the 
Federal National Mortgage Association. In part, it reflected the postwar boom 
in housing construction and the new responsibilities for slum clearance and 
urban redevelopment which the Congress instructed the Agency to assume in the 
Housing Act of 1949. 

When, as a result of the Korean emergency, restrictions were placed on hous- 
ing credit and construction materials, the Agency’s workload dropped. The 
Housing Agency was given additional functions under the Defense Production 
Act of 1950 and the Defense Housing and Community Facilities and Services 
Act of 1951, but the net result was still a material curtailment of the activities 
for which the Agency was responsible. This curtailment was accompanied by 
a 13 percent reduction in Agency employment, from the 1950 high of 14,255 to 
12,354 in January 1953. 

Thereafter employment in the Housing Agency continued to decline through 
January 1958, when a low of 9,609 employees was attained. This further re- 
duction in employment took place amid a complex of factors. 

The relaxation of housing credit and materials controls during 1952 and early 
1953 permitted a substantial expansion of the Nation’s housing economy. The 
number of housing units involved in FHA insurance applications, for example, 
rose from 75,829 in the third quarter of 1951 to 161,076 in the last quarter of 
1954. Defense period restrictions on the college housing loan program, origi- 
nally enacted in the Housing Act of 1950, were lifted. Other significant 
changes in the housing economy, reflecting the end of credit and materials 
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controls and the ever-growing prosperity of the Nation, added greatly to the 
Agency’s workload. 

Then, in the summer of 1954, Congress enacted the Housing Act of 1954. 
This act is an important landmark in housing and community development 
legislation, and it imposed important new program responsibilities on the 
Housing and Home Finance Agency. These included— 

(1) The concept of a coordinated attack, employing fully the resources of 
the Agency, against the problems of urban blight. In this concept is em- 
bodied the requirement that communities seeking Federal aid in urban 
renewal develop and secure the Administrator’s approval of a workable 
program for local action against slums and the conditions which lead to 
urban decay. By the end of October 1959, 1,020 communities had secured 
such approval of their workable programs. 

(2) An expanded program of loan and grant assistance to local com- 
munities for the purposes of slum clearance and urban renewal. This 
program seeks not only to clear and redevelop rockbottom slums, but also 
to improve and rehabilitate blighted areas so as to prevent slums from 
developing. 

(3) Two new FHA insurange programs—sections 220 and 221 of the 
National Housing Act—designed to assist private enterprise in building 
or rehabilitating homes in urban renewal areas and in providing private 
housing for persons displaced from their homes through governmental 
action. 

(4) A program of grants to States for urban planning in smaller com- 
munities and in regional and metropolitan areas. 

(5) A program of grants to public bodies to assist in developing and 
testing new techniques for the treatment of slums and blight. 

(6) A program of advances to public bodies for public works planning. 

{7) Establishment of the voluntary home mortgage credit program. 

As the impact of workload generated by the Housing Act of 1954 was felt, in 
the first months of 1955, Housing Agency employment began to rise slowly. 
Employment reached a total of 10,934 in July 1955, leveled off, and again 
began to decline. By January 1956, total full-time employment had decreased 
to 10,111. 

By January 1957, employment had further decreased to 9,891. By January 
1958, an all-time low of 9,609 was reached. This represented a decrease of 
more than 32 percent from the postwar high of 1950. 

The increases in workload caused by the Housing Act of 1954, and the subse- 
quent Housing Amendments of 1955, Housing Act of 1956, and Housing Act of 
1957, were of course accompanied by increases in staff in those parts of the 
Housing Agency which were affected. But these increases were more than offset 
on an agencywide basis by a number of countervailing factors. Briefly, these 
were— 

(1) A substantial group of programs were put into liquidation by congres- 
sional or executive action. These included the first and second advance 
planning programs, the Alaska and prefabricated housing loan programs, 
the housing research program, and programs covering the construction of 
housing and public works under the Defense Housing and Community Facili- 
ties and Services Act of 1951. 

(2) The Public Housing Administration underwent a series of staff reduc- 
tions that brought total employment in that constituent from 4,862 in Janu- 
ary 1953 to 1.618 in January 1958. This reduction was the reflection of legis- 
lative curtailments of the low-rent housing program and the reduction in 
workload which accompanied the disposal of federally owned war and 
defense housing. 

(3) Finally, but not least significantly, the Agency itself maintained con- 
tinuing management pressure to hold to a minimum the number of employees 
required to perform its essential functions. For example, the number of 
mortgages in the Federal National Mortgage Association portfolio increased 
from 169,866 in September 1950, to 566,490 in September 1959. During the 
same period, FNMA employment decreased from 923 to 804 people. 

Since January 1958, it has been no longer possible to absorb the constantly 
increasing workload with existing staff or to offset staff increases with reductions 
in areas of declining workload. 

Employment since January 1958, has shown a slow but steady upward trend. 
and by October 31, 1959, stood at 11,001, including 100 part-time and intermittent 
employees. 
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Further increases are projected as a result of the Housing Act of 1959 and the 
mounting workload in programs enacted in prior years. Under this year’s appro- 
priations, if fully utilized, it is estimated that total paid employment in the 
Agency at June 30, 1960, would reach-11,799. However, it is our management 
objective, in accordance with the President's wishes, to hold actual employment 
some 2 percent below this figure, if this can be accomplished without undue inter- 
ference with operations. 

The employment history of the Housing Agency is summarized in the attached 
table. 

As a matter of most recent interest, there are listed below some of the signifi- 
cant items affecting workload in the Housing Act of 1959: 

(1) An increase of $8 billion in the general mortgage insurance authorization 
of the Federal Housing Administration. 

(2) A new program of mortgage insurance for rental housing for the elderly. 

(3) Thirty-seven thousand additional units of low-rent public housing. 

(4) A $250 million increase in the college housing loan fund. Total authoriza- 
tions for this program since 1950 now aggregate $1.175 billion. 

(5) An increase of $10 million in the urban planning grant authorization, 
together with a broadening of the program to cover grants for State and inter- 
state comprehensive planning. 

(6) An increase of $650 million in the urban renewal capital grant fund au- 
thorization, This increase brought the total authorizations for the urban renewal 
program since 1949 to $2 billion. 

(7) The authorization of new features in the urban renewal program, includ- 
ing a broadening of the program for paying relocation grants to individuals, 
families, and concerns displaced by governmental action, a new plan for grants 
for community renewal programs, and a plan for making temporary loans for 
early land acquisition in urban renewal areas. 

The principal controls over staffing, from the Administrator’s viewpoint, are 
exercised through the budget process. These include, where the type of work- 
load is susceptible to such treatment, the use of work measurement techniques. 
We will be pleased to discuss these controls, and the manner in which they are 
made meaningful and effective, with you during this hearing. 

While budgetary controls establish, in effect, maximum staffing limits based 
on program and workload projections over the budget period, it is still necessary 
to carry on an active program which: 

(1) Increases the effectiveness of individual employees in doing the work 
assigned to them. 

(2) Continually examines agency programs and operations with a view 
to eliminating nonessential workload items, increasing the effectiveness of 
the agency in meeting the program objectives set by the President and 
Congress, and simplifying wherever possible the processes through which 
the agency goes to achieve these objectives. 

In the Housing Agency, at least, this program for more effectively doing the 
public business cannot be solely a matter of training and of management studies 
and surveys. Training—formal training—is important, and we use it. Studies 
and surveys are important, and we make them. But, most important of all, this 
program has to be a part of the day-to-day responsibility of every operating 
official at every level. 

This latter phase of management has to be emphasized, because it is easily 
overlooked. The results, in the aggregate, are of far greater importance than 
the total of all other manpower activities. Yet each action, taken by itself, is 
relatively insignificant and usually goes unrecorded. These actions occur every 
day. They involve the elimination of a copy of something, the deletion of an 
unnecessary item from a form, abandoning some requirement that is found to 
be obsolete or which is not sufficiently useful to justify its continuance, a minor 
improvement in organization, or some step toward making an employee a better 
and more productive member of his organization. 

The formal type of survey or study is documented, and therefore easier to 
identify and describe. Many such studies are carried on routinely on a con- 
tinuous basis in each part of the Housing Agency. Some of them in the past 
year have been of sufficient significance to warrant mentioning them specifically 
in this statement. These include— 

(1) Development of additional uses for the FHA electronic data com- 
puter, resulting in a net annual savings of 4.5 man-years, or $26,100. 


186 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


(2) Reorganization of the PHA project management division so as to re- 
duce the number of branches in the division from eight to three and the 
number of deputy assistant commissioners from two to one. 

(3) Discontinuance of the full-time inspection of public housing projects 
in favor of monthly inspections by traveling construction representatives. 

(4) Conversion of the FNMA Comptroller's operations covering mortgage 
purchases, common stock purchases, and related records to mechanical 
equipment. 

(5) A eurrent project to study the applicability of statistical sampling 
techniques to fis-al audits on an agencywide basis. 

(6) A current study of the procedures and organization for servicing 
the CFA portfolio of college housing and public facility loan securities. 

(7) A current review and revision of the URA requirements applicable 
to local redevelopment authorities participating in the urban renewal 
program. 

(S) A major revision of the procedures for handling workable program 
certifications so as (a) to Simplify and make more meaningful the data 
which a city must submit in support of its request for certification and 
(b) to reduce materially time required to review this material in the 
regional offices. The revised procedure has been tested in one region and 
is now being considered for installation in all regions. 

In addition to specific surveys and studies of this nature, the comprehensive 
audit program of the agency provides a means of appraising the effectiveness of 
operations and of securing high level consideration of the problem areas which 
are identified. 

I think that the Housing Agency has a good record in relating its manpower 
requirements to the program responsibilities vested in it by the Congress. I 
assure you that the Housing Agency intends to maintain this record in the 
future. 


Employment data, by constituents—NSignificant points, September 1942 through 
June 1960 


ESTIMATED TOTAL PAID YEAR END EMPLOYMENT 


PHA 


Total OA |HLBB]} FHA FNMA 
HHFA Ad- | Nonad- 
minis- | minis- 
trative | trative 


June 30, 1960 (Revised for 2 percent program)_}| 11,549 | 1,818 


niin 7,410 | 1,358 104 859 


See 7,561 | 1,400 107 859 


FULL-TIME EMPLOYMENT AS SHOWN IN CIVIL SERVICE 113 REPORT 


10, 940 | 2 1,626 7,007 | 1,403 
10, 066 | 31,577 90 1, 410 
June 1056 10, 083 6, 234 1, 497 
11, 005 923 5521 | 6,146 | 1,693 
00, ........- 10, 663 7 527 5, 051 1, 584 
11, 985 823 444 5, 503 1, 871 
12, 533 900 448 5, 359 2,077 


June 30, 1951 (+ NMA) (—HOLC) 


762 856 | 6,200 | 2,498 
27 951 | 5,415 | 2,007 
141 97% 4,747 | 1,916 
June 30, 1947 226 | 1,230] 4,777 | 3,380 
7,238 | 1,077 | 1,786 | 3,633 | 4,290 
7, 65: 913 | 3,492 | 3,212] 3,485 
9, 6: 1,008 | 4,430) 3,436 | 3,865 
16, 878 459 | 4,004 | 4,340) 3,407 


1 Excludes 19 point 4 and 8 defense planning employees. 

2 Excludes 19 point 4 and 4 defense planning employees. 

3 Excludes 15 point 4 employees. 

4 Excludes 33 FFIA and 12 point 4 employees. 

6’ HLBB removed from HHFA by housing amendments of 1955 (Public Law 345), effective Aug. 11, 1955. 


79 812 
89 815 
179 710 
240 662 
658 573 
1, 233 579 
2; 256 545 
2) 652 692 
3, 057 692 
6, 04 258 | 3,098 672 
| 6.814 
6, 452 
6,550 
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Mr. Brownson. The chairman’s letter of October 28 identified five 
items of particular interest to the committee. I would like to com- 
ment on these specific items, with the thought that the committee will 
want to ask questions about them as we go along. 

The Housing and Home Finance Agency was established by Reor- 
ganization Plan No. 3 of 1947, effective July 27, 1947. 

The agency consists of the Oflice of the Administrator, in which are 
included two constituent units, the Community Facilities Administra- 
tion and the Urban Renewal Administration—and three constituent 
agencies—the Federal Housing Administration, the Public Housing 
Administration, and the Federal National Mortgage Association, 
commonly known as Fannie Mae. 

The total employment on October 31, 1959, was 11,001, of which 
100 were part-time employees. 3,032 of the agency’s employees are 
in the departmental service ; 7,969 in the field service. 

Mr. Jouansen. Mr. Chairman. 

Mr. Brownson, let me say first of all, it is a pleasure to have a former 
colleague here before us. It is the second afternoon in a row that we 
had this occur. We had former Congressman Short with us yesterday. 

I want to ask this question so as to not anticipate testimony. 

Do you later in your statement, which J haven’t had a chance to 
look through completely, draw comparisons between the present em- 
ployment figures and those for the last 2 or 3 years? 

Mr. Brownson. Yes, we do that in considerable detail in the next 
section of the statement. 

Mr. JoHansen. I will wait for any questions until then. 

Mr. Brownson. The Office of the Administrator provides staff 
assistance to the Housing Administrator in discharging his respon- 
sibilities for the general supervision and coordination of the Housing 
Agency and carries out, directly and through two operating units, the 
program functions for which the Administrator has immediate statu- 
tory responsibility. 

These operating programs include: A program of loans and grants 
to localities for slum clearance and urban renewal. Grants to assist 
States, regional groups, and cities in their planning activities and 
in projects testing new methods of urban renewal. Loan to educa- 
tional institutions for student and faculty housing and related facili- 
ties, loans to local communities for public works construction, and ad- 
vances for local public works planning. Disposition of AEC-owned 
properties at Oak Ridge, Tenn., and Richland, Wash. Operation of 
the voluntary home mortgage credit program. Provision of techni- 
eal services to the Office of Education in connection with school 
construction. Liquidation of various programs, including the first 
and second advance planning programs, the Alaska and prefabri- 
cated housing loan programs, and programs under the Defense Hous- 
ing and Community Facilities and Services Act of 1951. 

Mr. JonanseN. Again interrupting, what is the nature of the tech- 
nical services to the Office of Education ? 

Mr. Brownson. The services provided to the Office of Education 
are the services that are primarily technical, engineering, architectural, 
and that. type of service. 

Ts that not correct, Mr. Frantz? 

Mr. Frantz. That is correct. 
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Mr. Jouansen. Do these in any way duplicate services of the Office 
of Education ? 

Mr. Brownson. It is our understanding that they do not. That 
is why the Office of Education depends on our Agency for these serv- 
ices. Because we are primarily interested in the construction field, 
they feel that they should get the services through us, rather than 
set up a duplicating staff for the school program. 

Mr. Jowansen. You may not be able to answer, but would you 
anticipate, if the hopes that are strongly cherished by some, includ- 
ing the National Education Association and the Office of Education 
itself, of a massive Federal] financing of school construction, became 
a reality, that you would have to increase these services and the staff / 

Mr. Brownson. The question, of course, would be, Congressman 
Johansen, whether or not with a greatly accelerated program it would 
be felt advisable to have this arrangement with our agency or whether 
Health, Education, and Welfare would develop its own program. 

Mr. JoHANSEN. I am certain that it would expand somewhere. 

Mr. Brownson. It seems to me that it is obvious that if additional 
responsibility is placed on any agency, whether it be ours or Health, 
Education, and Welfare, somewhere along the line personnel will 
increase as the responsibility is added. 

Mr. Jouansen. I agree with that very much. 

Mr. Brownson. Total October 31 employment under the Office of 
the Administrator was 1,659. Of these, 601 were in the departmental 
service and 1,058 in the field. 

The Office of the Administrator has seven regional offices, located 
at New York City, Philadelphia, Atlanta, Chicago, Fort Worth, San 
Francisco, and San Juan, P.R. Under these regional offices, 46 field 
stations provide local engineering and site inspection services. 

There are also community disposition offices at Oak Ridge and 
Richland and seven small regional committee staffs under the volun- 
tary home mortgage credit program. 

Mr. JoHanseNn. Would you have any idea as to the size of the San 
Juan office compared to the others? 

Mr. Brownson. We can give you that information. 

Mr. JoHaNnseN. The personnel. 

Mr. Frantz. There are approximately 50 there as compared to 
about 150 in a typical office stateside. 

Mr. JouHansen. Thank you. 

Mr. Brownson. The Federal Housing Administration is the oldest 
of the Agency’s components, having been set up in 1934. FHA in- 
sures lending institutions against loss on home improvement loans and 
individual home and project mortgages. 

FHA employment on October 31 totaled 7,057, of which 1,672 were 
in the departmental service and 5,585 in the field service. 

FHA operates through 75 insuring offices, under which are 14 
service offices and 50 valuation stations located in accordance with 
local workload requirements. 

The Public Housing Administration administers the low-rent 
ta housing program and has been responsible for liquidating the 

ederal Government’s inventory of emergency housing. 

On October 31 there were 1,473 employees in the Public Housin 
Administration, of which 668 were in the departmental service a 
805 in the field. 
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PHA operates through seven regional offices, at New York, Wash- 
ington, District of Columbia, Atlanta, Chicago, Fort Worth, San 
Francisco, and San Juan. 

The Federal National Mortgage Association—better known as 
Fannie May—provides supplementary financial assistance to the 
secondary home mortgage market and special assistance, at the di- 
rection of the President, for financing selected types of home mort- 
gages which are unable to obtain a market without such assistance. 

The Association is also responsible for the management and liquida- 
tion, under separate accountability, of the mortgage portfolio ac- 
quired prior to the time it was rechartered in 1954. 

FNMA had 812 employees on October 31, of which 91 were in the 
departmental service and 721 in the field service. 

The Association operates outside of Washington through five 
Agency offices, located at Philadelphia, Atlanta, Chicago, Dallas, and 
Los Angeles, and a sale office at New York City. 

Mr. Gross. Mr. Chairman. 

Before you go any further, Mr. Brownson, what is regional about 
the office in San Juan ? 

You say that PHA operates through seven regional offices and San 
Juan is one of the regional offices. What is regional about it? 

What area does it serve beyond Puerto Rico? 

Mr. Brownson. The Virgin Islands, Those are the only two areas 
served by this regional office. 

Mr. Gross. That makes it a regional office ? 

Mr. Brownson. That office, as I understand it, historically was 
set up, Congressman Gross, because of the tremendous amount of 
supervision that was felt to be necessary for the projects underway 
in that area. 

Mr. Gross. What gives it that distinction, if a distinction it can be 
be called ¢ 

Mr. Brownson. Apparently the business methods there are not 
always the same as our business methods in the States, and it has 
called for a little more careful supervision and technical advice to 
develop the projects and still protect the taxpayers’ money in that 
particular area because of this. 

Mr. Jouansen. How long has that office been in operation down 
there, or how long have the activities of the agency been carried on 
down there ? 

Mr. Frantz. The Public Housing Administration has been active 
in Puerto Rico ever since the low-rent housing program started in 
about. 1940. The local office of the Office of the Administrator was 
established about, I should say, 5 years ago. 

Mr. Jouansen. Is it true that historically—I know, Mr. Brownson, 
that this long precedes any connection that you have with the 
Agency—this was a particularly chosen and selected guinea pig for 
socialized housing under the Administration about 19 or 20 years ago? 

Mr. Witu1aMs. There is a lot of low-rent housing there. 

Mr. JoHANsSEN. But was that not the focal point of the then exist- 
ing Administration’s efforts to promote public housing on a massive 
scale? 

Mr. Wuu1aMs. I guess I can’t answer that question, sir. I don’t 
know. There is a lot of Agency activity in Puerto Rico. 
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Mr. Jonansen. Then if you could supply the answer for the record, 
I would appreciate it, because it is my understanding, and I want 
the record to show clearly—this is hearsay and I am subject to cor- 
rection—that there has for years been a disproportionately high de- 
gree of financial investment in that field in that particular area. 
~Mr. WiiuiaMs. It has been certainly higher proportionately than 

around the United States. 

Mr. JoHANSEN. I am sure of it. 

Mr. Wiuu1aMs. The need in Puerto Rico is great, but I have never 
been there. 
(The information referred to follows :) 


HHFA PRoGRAMS IN PUERTO Rico, CUMULATIVE THROUGH JUNE 30, 1959 


Urban renewal.—Workable programs have been approved for 48 communities: 
53 urban renewal projects have been approved; and $29 million in capital grant 
reservations have been made. 


Low-rent public housing.—Reservations have been made for the construction 
of 27,562 units of low-rent public housing. 

FHA insurance.—In the title I program, 42,000 property improvement loans 
have been insured; and in the other programs, 37,500 mortgage loans have been 
insured. 


FNMA purchases.—FNMA has purchased 9,600 FHA-insured and VA-guaran- 
teed mortgages, amounting to approximately $60.4 million. (This includes un- 
disbursed contracts for 147 mortgages. ) 

College housing.—Loans have been approved in the amount of $6.2 million, for 
construction of dormitcries and related facilities. 

Mr. Gross. Mr. Chairman, if I may pursue one or two questions 
before we get away from this organizational setup, will you please 
sagenin the relationship organizationally of the various parts of the 
agency 

_ 5 There is the office of the Administrator itself, and 
as component parts of that office, there are the community facilities 
and the urban renewal programs. They are actually bound right in 
rather than being placed in separate constituent agencies. 

Mr. Gross. You have FHA, Public Housing, and the Federal 
National Mortgage Association. 

Mr. Brownson. Yes. FHA, the Public Housing Administration, 
and Fannie Mae are the true constituent agencies, but directly op- 
erated by the Administrator there are only the Community Facilities 
Administration and the Urban Renewal Administration. 

Mr. Gross. How do you function organizationally ? 

I mean is there a clear line of authority ? 

Mr. Brownson. The constituent agencies have the operational au- 
thority. The Housing and Home Finance Administrator is charged 
with overall policy direction. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. Gross. Yes, certainly. 

Mr. Atrorp. Mr. Brownson, what do you mean by “community 
facilities” relative to vour answer ? 

Mr. Brownson. The Community Facilities Administration is the 
one which makes advances for local public works planning. It also 
makes loans to small communities which are unable to finance their 
own public works program, communities of 10.000 or under, where 
they can’t go out into the bond market as a larger community would. 
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And in addition, CFA is charged with the college housing loan 
program. 

Mr. Jonansen. Will the gentleman yield? 

Mr. Aurorp. Yes. 

Mr. JonanseNn. Is that not the area in which there has been and 
currently is legislation before the Congress proposing a very substan- 
tial expansion of that type of activity ? 

Mr. Brownson. Of course, at one time last summer there was legis- 
Jation before the Congress suggesting that the college dormitory pro- 
gram be a so as to include classroom construction, which would 
undoubtedly have fallen within this Agency. There have been at 
various times proposals that the community facilities program itself 
be expanded. 

Mr. Jowansen. I think there are currently proposals of that nature 
which the administration is vigorously on record as opposing. 

Mr. Brownson. At the present time most community facility loans 
have been made in the field of sewage disposal, water systems and, 
in some cases, gas. They have been held down to these types of facil- 
ities almost entirely. . 

Mr. Gross. You have a rather sprawling setup here. Do you know 
whether it has been suggested that there be a unification of these 
various agencies in this administration or previous administrations ? 

Mr. Brownson. The unification, of course, was supposed to have 
been accomplished in 1947 with the reorganization plan that set up 
the Housing and Home Finance Agency to pick up all of these ac- 
tivities in the field of housing that were scattered through Govern- 
ment and put them all into one unit. Asa matter of fact, they operate 
on a pretty unified basis. The coordination is very good. 

Mr. Gross. Do you think the coordination is what it ought to be, 
that there is no duplication and overlapping ? 

Mr. Brownson. The only way I can describe this is that it is com- 
parable to a division headquarters and a corps headquarters in the 


Your three operating agencies are your divisions. They are charged 
with operational responsibility. Your overall coordinating agency, 
which is the administrator’s office of the Housing and Home Finance 
Agency is primarily nonoperational, except for these community fa- 
cilities and urban renewal activities which are directly under the ad- 
ministrator. It exercises overall policy jurisdiction over the three 
constituent agencies and in addition represents them before Congress 
and in their contacts with the administration. 

Mr. Jonansen. To be specific, in personnel matters, for example, 
is there a direct administrative relationship between the Director of 
Personnel and tthe persons responsible for manpower located in the 
Office of the Administrator that has direct relationship to and au- 
thority over their counterparts in FHA, and PHA, and Fannie Mae? 

Mr. Brownson. We have Mr. Douglas Chaffin here, who is the 
Director of Personnel in the Office of the Administrator. I will ask 
him to answer that question. 

Mr. Cuarrtn. The actual operating responsibility is in the con- 
stituent: PHA, FHA, and Fannie Mae. They run their own per- 
sonnel operations, but the policies for the entire agency are set. by the 
housing Administrator, and as his representative I work with the 
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personne] offices in the constituent agencies to see that those policies 
are followed on a consistent basis. 

Mr. Jouansen. Do you have authority to issue orders to your coun- 
terparts in those agencies? 

Mr. WituiaMs. Only through the Administrator. 

Mr. Jouansen. But the Administrator has that authority ? 

Mr. Cuarrin. That is correct. 

Mr. Gross. Does he do it ? 

Mr. Wiit1ams. I would say, by and large, yes. We don’t have 
much trouble in this area. The constituent head is responsible for his 
organization and no one below the Administrator po really direct 
him to do things. 

Mr. Gross. But you do have a personnel setup in each one of these, 
the Federal Housing Administration, Public Housing Administra- 
tion, and Federal National Mortgage Association; do you not? 

Mr. Witutams. That is right, sir. 

Mr. Gross. Why ? 

Mr. Wiu14Ms. I believe there are two reasons. 

Mr. Gross. Let me just amplify that to this extent: Could that not 
be handled through a central personnel management setup in the 
Office of the Administrator ? 

Mr. Wiu1aMs. I believe, directing my comments to the entire area 
of administrative services, that if we were in one building we could 
consolidate some of these services, such as library facilities. I doubt, 
however, that you would have any savings by creating one large 
“vse office instead of having four small ones. I don’t believe a 

arge personnel oflice would be as effective as the present offices are, 
because these offices are closer to the people they are serving. 

Mr. Gross. What are the grades of the personnel people in these 
various divisions ? 

Mr. Wiu1AMs. There is a grade 15 in the Federal Housing Ad- 
ministration, a grade 15 in the Office of the Administrator, a grade 14 
in the Public Housing Administration, and a grade 13 in the Federal 
National Mortgage Association. 

Mr. Gross. Would it not be helpful in the interest of economy and 
in the interest of some of these people and could it not be done with a 
central personnel management ? 

Mr. Wiu1aMs. If we were located in one building and you con- 
solidated personnel offices, you would eliminate a couple of top grades, 
but I don’t believe the personnel people would do as effective or as 
economical a job. This is just my personal opinion, but I feel the 
personne] staffs should be close to the people they are serving, so 
that they understand the programs and know what they are doing. 
Too much consolidation tends to take them too far away from the 

at is just a personal opinion on it. It might very well be wrong. 

Mr. JoHANSEN. By the people they are serving, you mean the per- 
sonnel within the agencies ? 

Mr. That is right, sir. The personnel staffs get an under- 
standing of the programs and get an understanding of what the people 
are doing. I have not become convinced, insofar as a selitinnel office 


is concerned, that bigness amounts to anything. It would be differ- 
ent for some other types of services. 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 193 


If we weren’t scattered all over town, I believe we could have some 
consolidations in other service areas that would be effective and more 
economical. 

Mr. Atrorp. Mr. Chairman. 

Mr. Scorr. Dr. Alford. 

Mr. Aurorp. May I ask this question of the one who is proper to give 
the answer? 

We have mentioned here FHA, PHA, and Fannie Mae. What is the 
relationship of the urban renewal program to this? We say they are 
coordinated. How does this fit into the coordination picture. 

Mr. Brownson. The urban renewal program is a part of the 
Housing and Home Finance Administrator’s personnel responsibility 
and operates directly under the Administrator. This permits full co- 
ordination in this area, because the other agencies, operating under 
the Administrator’s policy control can be given policy direction which 
is coordinated with that of the Urban Renewal Administration. 

Mr. Atrorp. Could you answer this? 

What is the role dollarwise of the urban renewal program ? 

Mr. Wuu1ams. The urban renewal program now has a cumulative 
authorization of $1,700 million which in the next fiscal year will go 
to $2 billion. 

Mr. Atrorp. Can anyone answer this question ? 

Are there any plans of the Administrator in any of the Administra- 
tion setup to saleaare this program ? 

Mr. Brownson. Of course, the program is already enlarged in scope 
on the basis of the legislation which Congress passed this year. The 
general philosophy at the present time seems to be—in the Agency and 
on the part of the Administration—that we are anxious to see some 
concrete achievements on the projects that we have under way. This 
whole field of urban renewal involves some rather delicate relationships 
between the Federal Government and the cities involved and we are 
— to work out those relationships before we go too far and too 

ast. 

Mr. Atrorp. To what extent does the Federal Government work 
with local authorities or participate with local government, should I 
on urban renewal ? 

fr. Brownson. Almost completely, because in the first place, to 
qualify for urban renewal or qualify for public housing, the local 
community has to have what we call a wolkahie program. That means 
that local communities are trying to help themselves, that they are 
enforcing the laws, the codes, and the other regulations which tend to 
clean a city up, to make it better, and to prevent deterioration. 

Then, after they have submitted satisfactory evidence of a workable 
program and it has been certified by the Administrator, they are in 
a position to apply for urban renewal assistance. It is a matter of 
close coordination all the way through. 

Mr. Atrorp. What control does your agency exercise over the local 
government which uses Federal funds? 

Mr. Brownson. At what phase ? 

Mr. Atrorp. Relative to the urban renewal. 

Mr. Brownson. At the end of the planning phase, of course, the 
local public agencies submit their plans for review before the final 
grant is approved. After the final grant is approved, they are subject 
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to continuing scrutiny all the way through the program. “Scrutiny” is 
probably a bad word. It is actually an attempt to be helpful and to 
protect the interest of the Federal Government, at the same time en- 
abling the local government to get the maximum results from their 
participation in the program. 

Mr. Atrorp. One more question, if I may, Mr. Chairman. 

Do you have an urban renewal program in Puerto Rico? 

Mr. WuutaMs. Yes, sir. 

Mr. Atrorp. What is the extent of the program in Puerto Rico? 
Do you know ? 

Could you say offhand dollarwise ? 

Mr. Frantz. About 50 projects, as I recall. They are typically 
much smaller than stateside projects, and, subject to correction, I 
think that the amount of capital grant money involved is in the neigh- 
borhood of $22 million. 

Mr. Gross. Mr. Chairman. 

Mr. Scorr. Mr. Gross. 

J Mr. Gross. How many management engineering groups do you 
ave! 

Mr. Wit11aMs. We have four, all of them being quite small. 

Mr. Gross. What do you mean by quite small? 

Mr. WitttaMs. In the Administrator’s office, there would be five 
professional people. 

Mr. Gross. Would it exceed five in the other three # 

Mr. WitaiaMs. There are somewhat less than that in the Public 
Housing Administration. T don’t recall the figure. It is also a rela- 
tively small group in the Federal Housing Administration. 

Mr. Gross. How is the work of these groups coordinated, or is it 
coordinated ? 

Mr. Wiuu1aMs. I think it is coordinated to a large extent, particu- 
larly through the budget process and through joint projects that we 
conduct all the time throughout the agency in our efforts to develo 
better methods ef doing business. We have illustrations later in this 
statement of the type of thing we try to accomplish to minimize the 
use of people and improve the way we go about doing our jobs. I think 
we have some good examples of that activity. 

Mr. Gross. All right. 

Mr. Brownsow. Employment trends: In January 1958, employ- 
ment in the Housing Agency reached an alltime low of 9,609. This 
was a decrease of more than 51 percent from the wartime peak of 
19,639 in December 1943 and more than 32 percent from the postwar 
peak of 14,225 in the summer of 1950. 

The 1958 employment level was reached despite a steadily increas- 
ing workload in many of the Agency’s old programs and the enact- 
ment by the Congress of a number of new, substantially more com- 
plex programs related to slum clearance and urban renewal. 

The same period also brought about the reactivation of the low- 
rent public housing program and the enactment of programs for col- 
lege housing and public facility loans, and of many new titles to the 
basic FHA mortgage insurance programs. 

In the face of these new activities, such a low level of employment 
could only be achieved by means of a firm drive to liquidate other 
programs and activities no longer needed. 
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It is sometimes said that Government programs never end, but go 
on forever. Certainly this has not been the history of the Housin 
Agency. Specifically: The emergency housing program, whic 
during the war involved in the neighborhood of a million dwelling 
units, was put in liquidation. By now this whole body of housing 
has been disposed of, with the exception of a few properties which 
cannot be moved because of legal obstacles. 

The Alaska housing program was terminated and placed in 
liquidation. 

The prefabricated housing loan program was terminated and placed 
in liquidation. 

The first and second advance planning programs were terminated 
and placed in liquidation. 

At the recommendation of the Agency, a special, business-type 
liquidating revolving fund was established by Congress for all of 
these programs. In its first year, fiscal year 1955, expenditures from 
this fund were $32.3 million. For the current fiscal year they are 
estimated at $1.2 million. 

Some of these programs were heavy users of personnel. 

For example, the liquidation, now virtually completed, of the Gov- 
ernment’s inventory of almost 1 million emergency housing units was 
largely responsible for a reduction in the staff of the Public Housing 
Administration from 4,862 in January 1953 to 1,618 in January 1958. 

There were also substantial reductions in staff accomplished 
through improved operating methods and more effective personnel 
utilization. 

For example, while the number of mortgages in the Federal Na- 
tional Mortgage Association portfolio increased from 169,866 in 
September 1950, when that constituent became a port of the Housing 
Agency, to 566,490 in September of this year, FNMA employment 
decreased in the same period from 923 to 804. 

Mr. Jonansen. Would you care to comment on how that was 
possible ? 

Mr. Witi1aMs. I think there are two or three things I would say 
on that. 

When FNMA was a part of RFC, it operated out of about 830 RFC 
offices around the country. We consolidated FNMA operations into 
five principal offices. 

Another thing that happened was that in 1953 or 1954 we changed 
our method of mortgage accounting. Previously, FNMA had main- 
tained individual accounting records on each mortgage. The new 
system involves the control of mortgage accounts to each servicer and 
eliminates the posting of monthly transactions for each individual 
mortgage account by FNMA personnel. 

Kighty people are on that function now, and we estimate we would 
have had 140 more on it under the old system. There were some other 
management accomplishments during this time which I can’t recall 
now. 

Mr. JoHANSEN. Thank you. 

Mr. Brownson. Since the low point in January 1958, there has 
been an upward trend in Agency employment. "Wrens the low of 
9,609, employment rose to 11,001 in September of this year. And this 
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year’s appropriations, if fully utilized, would bring Agency employ- 
ment up to 11,799 by June 30, 1960, an increase of 798. 

Mr. Gross. Do you anticipate that will be done? 

Mr. Brownson. No; wedonot. We anticipate taking the 2-percent 
cut at least, and in some cages taking more than that off that. total. 

The increases over October 31 employment, based on appropriation 
action, would be 504 in the Federal Housing Administration, 213 in 
the Office of the Administrator, 34 in the Public Housing Administra- 
tion, and 47 in the Federal National Mortgage Association. 

We hope, however, to keep employment under these estimates. Our 
objective, in line with the President’s wishes, is a 2-percent reduction 
below the June 30, 1960 estimate. 

Mr. Jowansen. If I may interrupt at this point and possibly the 
staff can help us on this, the figures that we have which show employ- 
ment as of the June 30 dates show a figure of 9,893 for June 30, 1957, 
10,279 in 1958, and 11,115 on June 30 of 1959 so I assume that the 9,609 
figure that you refer, to Mr. Brownson, in January of 1958, and which 
was a drop of 284 below the June 30 preceding, did not remain fixed 
at that figure for the balance of that fiscal year, but was upped by 
673 within the first 6 months of 1958. Is that right ? 

Mr. Brownson. There is a possibility that the matter of part-time 
employees enters into that. 

Does that enter into these figures, Mr. Frantz? 

Mr. Frantz. I am not quite sure which figures Mr. Johansen was 
using. Are you referring to the 9,609 ? 

Mr. Jonansen. I have before me this page, which I think you have, 
“Employment trends in selected departments and agencies on June 30.” 

Mr. Franrz. If these were taken from the Form 113 reports, those 
would include the part-time employees; yes. 

Mr. Jonansen. I just want to make this one general observation. 
There have been now two Executive orders calling for 2-percent re- 
ductions. 

The first was for fiscal 1959 and the second for 1960. 

Mr. Frantz. That is correct; yes, sir. 

Mr. Jouansen. Let’s separate those for a moment. 

Was there any reduction under that order for fiscal 1959? Was 
that a reduction in the number of personnel that could have been hired 
if appropriated funds were fully utilized ? 

Mr. Frantz. That is correct; yes, sir. 

Mr. Jouansen. Was there any reduction under that 2 percent for 
1959, and if so, how much? 

Mr. Frantz. Yes, sir. The 1959 funds made available by the Con- 
gress would have permitted 12,061 filled positions. The actual em- 
ployment at June 30 was 11,115 which is 946 positions less, or 7.8 
percent. 

Mr. JonHansen. That means then that there was an actual reduction 
in number of positions and not merely a paper reduction ? 

Mr. Franvz. That is correct; yes, sir. 

Mr. Jonansen. I think that is very important to show in the record. 
There is a little history back of this which I will relate briefly and 
that is, there was an amendment adopted to the pay increase bill of 
2 years ago which I happened to submit which called for the agencies, 
as far as practicable, to absorb the cost of the pay increases through 
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nonfilling of vacancies, through attrition, and the committee is very 
interested in knowing the extent to which that was accomplished. 

Mr. Frantz. We absorbed approximately 25 percent of the total 
cost of the pay act in 1959. . 

Mr. Jowansen, I am glad to have that in the record. With respect 
to the application of this second 2 percent order, do you anticipate 
that that will result in anything other than a paper cut ? 

I mean by that, will that also result in a net decrease in the number 
of employees as of June 30, 1959 ? 

Mr. Frantz. Of course, at this moment that is prospective, as you 
understand, Mr. Johansen, because we are only a little less than half- 
way through the year. At the moment the 2 percent figures are, I 
would say, more in the nature of targets than ceilings. But it cer- 
tainly is our objective and purpose, and I think our pretty good hope, 
that it will be site ck with actual savings as distinguished from 
paper savings. 

Mr. JomAnsen. In other words, do I understand that it is your hope 
that as of June 30, 1960, there will be less than 11,115 employees? 

Mr. Frantz. No, sir; that there will be less than the number that 
we could have had. 

Mr. Jonansen. Then it is only a paper saving that you anticipate 
with respect to this second 2 percent order ? 

Mr. Frantz. Well, I don’t think it is quite right to speak of it as 
paper savings, sir, because you have two kinds of savings: 

One, ~ funds that are not used to pay the people that you don’t 
hire; anc 

Second, you enter the fiscal year 1961 with that much lower base 
of operating cost. 

So that I think that if the targets that the Administrator has estab- 
lished are reached, there will be real savings. 

Mr. Jonansen. How much would you anticipate, and you may 
have given this figure, that the figure for June 30, 1960, will be com- 
parable to the 11,115? 

Mr. Frantz. 11,549. 

Mr. Jouansen. So you anticipate a 434 increase? 

Mr. Frantz. Yes, sir. 

Mr. Jonuansen. I would be glad to have any testimony any of you 
care to offer as to the reason you feel that increase is unavoidable. 

Mr. Frantz. Do you want me to run down the detail of that in- 
crease ? 

Mr. Jonansen. I would be glad to have any information which is 
the basis for your belief that this increase is unavoidable. 

Mr. Franrz. All right. If I may, Mr. Johansen, I will use figures 
that compare to our current employment, because that is the way I 
have them in front of me. 

Mr, Jonansen. Yes, sir. 

Mr. Franz. The 2 percent target figures would permit an increase 
in the Office of the Administrator, including the Urban Renewal Ad- 
ministration and the Community Facilities Administration, of 159 
positions. Those positions are primarily due to the increase in the 
number of active projects requiring supervision under the urban re- 
newal program and to the increase in the number of projects under 
construction in the college housing and public facility loan programs. 
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Mr. Jowansen. In other words, those are directly attributable to 
the action of the Congress in that particular area? 

Mr. Franrz. That is correct; yes, sir, and to the development of 
the programs. 

The largest part of the increase is in the Federal Housing Adminis- 
tration, where there would be 353 additional jobs. That anticipates, 
as normally we do anticipate at this time of year, that there will be 
a substantial upturn in the volume of FHA business as we enter the 
spring building season. That would be the normal expectation. 

If that happens, then these people will be needed in order to avoid 
a situation where the FHA insuring offices are backlogged, with the 
result that builders can’t get started and people are waiting. 

On the other hand, those people will not be hired unless and until 
the increase in the workload does appear, so it remains to be seen 
whether they have to be hired or not. 

Mr. Gross. If I may interject very quickly, in these areas you have 
no backlog today ? 

Mr. Frantz. In the FHA field offices? 

Mr. Gross. In the areas you just described. 

Mr. Frantz. We had a serious backlog situation a few months ago. 
Since the volume of new business coming in has declined as the mort- 
gage market has tightened in recent months, by and large they have 
worked out from under. There may be some offices which are still in 
the process of getting rid of backlogs, but ‘he situation is mainly re- 
lieved at this time. 

Mr. WitttaMs. I think it should also be noted that during this pe- 
riod the FHA has centralized all vacancy review. We think the work- 
load is going up, but this is a slow season, so each vacancy has to come 
in for specific approval before it can be filled. 

Mr. Frantz. FHA employment at the present time is on a slight 
downtrend and will remain so until this workload picture changes. 

ry JOHANSEN. Were there any other factors that you wanted to 
add? 

Mr. Frantz. The only other increase—there is no increase in the 
Public Housing Administration—would be that of 47 positions in the 
Federal National Mortgage Association. These are the direct result 
of the tremendous activity in their secondary market program, which 
is again a function of conditions in the mortgage market. They are 
actually purchasing mortgages in a volume roughly twice what had 
been contemplated originally. They do have a backlog problem. 

Mr. Jonansen. Thank you. 

Mr. Frantz. Yes, sir. 

Mr. Brownson. Just to add a little to that answer, in connection 
with the Federal Housing Administration, for example, the Housing 
Act of 1959 authorized an increase of $8 billion in the general mort- 
gage insurance authorization, and, in addition, accelerated the new 
program of mortgage insurance for housing for the elderly, which was 
authorized in the Housing Act of 1956, and added a new mortgage in- 
surance program for rental housing for the elderly. 

The 1959 act also provided for a new direct loan program for hous- 
ing for the elderly, which has not actually become operative yet be- 
cause it proposed a revolving fund of $50 million for which no appro- 
priation has been made up to the present time. 
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So there are increases being made in all of the areas, and particu- 
larly in FHA, where the majority of the personnel involved are 
located. 

Mr. JoHansen. In other words, one of the effective areas of birth 
control so far as new Federal personnel is concerned is either in the 
prevention of new programs or the prevention of expansion of exist- 
ing programs ? 

Mr. Brownson. Or the elimination of programs which have be- 
come obsolete and should be terminated. Just as surely as you get 
the program you are going to require people. 

Mr. Gross. Can you think of some that are obsolete ? 

Mr. Brownson. We have one program right now that we are look- 
ing at. I hadn’t realized, and I don’t know whether many of you 
gentlemen did, that under title I of FHA dating way back in the 
days of 1934, you can build poultry houses with Government insured 
loans. We are reviewing that situation, as to whether FHA ought 
to be in the business of providing insurance on poultry houses with 
the poultry situation that we have today. 

Mr. Gross. I think an answer to that is, with eggs at 15 cents a 
dozen to Iowa farmers and good fat hens at 5 cents a pound, I do not 
think we need to be spending money building poultry houses or 
employing people to build them. 

Mr. Brownson. That will probably be the answer resulting from 
our review, but you asked for an example of a program that has gone 
on = and years and needs reviewing. That is a pretty good 
example. 

Mr. Gross. Would you be able to identify any personnel or job 
functions that might be eliminated if that obsolete program were 
eliminated ? 

Mr. Brownson. No, because unfortunately, the loan guarantee pro- 
gram on the poultry house gets mixed in with the loan guarantee 
program on houses for the people. When you are all done its elimina- 
tion would result in that many fewer applications to process. 

As a matter of fact, in a test sampling that we ran in 12 poultry 
producing States to get a picture of this whole thing, we found that 
the number of these cases is comparatively negligible. Something 
like 1,500 of these loans were insured during the first 9 months of 
1959. The total amount outstanding is $2,346,000. There would be 
just 1,500 fewer cases that would have had to be processed if this 
program had been terminated. 

Mr. Gross. Yes, but you can go back a few years ago; Senator 
Williams of Delaware produced some figures showing loans in the 
millions and millions of dollars to poultry producers at a time when 
the market was surfeited with poultry. 

I don’t want to get into that, but it has happened in the past and 
apparently it is continuing, at least to a very minor extent, now and 
ought to be stopped. 

Mr. Brownson. I think the low price of poultry probably reduced 
the enthusiasm for this type of construction. 

- Mr. Jonansen. I commend the agency for being on the alert for 
these and I commend the agency for the record of terminated activi- 
ties and lowered personnel as a result of that termination. 
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Mr. Brownson. Employment figures for the Office of the Admin- 
istrator include the staffing for the two constituent units—the Com- 
munity Facilities Administration and the Urban Renewal Administra- 
tion—which carry out programs for which the Administrator is by 
Jaw directly responsible. 

In the past 3 years, employment in the Office of the Administrator 
has increased from 1,471 to 1,659. The June 30, 1960, employment 
level is estimated at 1,818. 

The staff increases in the Office of the Administrator have been 
almost wholly in the field, where actual program operations are car- 
ried out. Central office employment has remained stable; on June 30, 
1957, it was 602; on September 30, 1959, it was 601, 

The increases in field staff are a direct reflection of increased pro- 
gram activity. 

The number of local workable programs for the elimination of 
slums and blight, the review and approval of which by the Housing 
Administrator is a statutory prerequisite to the major forms of Fed- 
eral urban renewal aid, went up from 418 at the end of 1956 to a total 
of 1,020 at the end of last month. 

For the last 6 months, new certifications have run at the rate of 
24 a month, while recertifications have been at the rate of over 20 a 
month. 

Total urban renewal projects being planned or carried out in 1956 
were 132; there are now 236 projects being planned and 359 in the 
execution stage. Three hundred and eighty-nine localities were par- 
ticipating in the urban renewal program on October 31, 1959. 

The capital grant authorization for this program was increased by 
$350 million in 1957 and by another $650 million in the housing act 
passed last summer. The total authorization for this program is now 
$2 billion. 

There were similar increases in other programs. 

The cumulative total of loan approvals in the college housing pro- 
gram went from 489 in 1957 to 877 in 1959. By the end of July this 
year, loans had been approved covering 213,968 dwelling units, of 
which 126,263 had been completed and 65,807 were under construction. 
The college housing loan fund was increased by $175 million in 1957 
and by $250 million in this year’s housing act. 

Mr. Jonansen. And is it not true, Mr. Brownson, and should not 
the record show that these increases would have been substantially 
greater in all of these areas if the housing bill originaly enacted had 
become law ? 

Mr. Brownson. Had the execution of this program been left with 
the Housing and Home Finance Agency at a time that classroom loans 
were introduced as an added feature, there is no question at all but 
what it would have demanded substantially greater manpower because 
you would have had a whole new flood of loans for other purposes 
from many of these institutions which already had loans for dormi- 
tory construction. 

Mr. Jonansen. I was referring to the overall housing bill which was 
vetoed and finally modified. 

Mr. Brownson. We have a table here which you might be interested 
in including in the record at this point, which shows our estimate of 
what S. 57, as reported by the House Committee, would have cost as 
compared to the final housing legislation as enacted. 
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In the urban renewal program, it was $1,500 million against $650 
million. The table carries these comparisons all the way through. 

Mr. Jonansen. Would it by any chance reflect the personnel in- 
creases that have been involved ? 

Mr. Brownson. It does not reflect them as personnel increases, 
although it seems to me there is a very constant ratio all the way 
ree this picture. Every time you spend $100 million on a pro- 
gram you employ X numbers of people and there doesn’t seem to be 
any good way to get around that fact. 

r. JOHANSEN. And the conclusion is inescapable that had it be- 
come law there would have been substantial increases in personnel ? 

Mr. Brownson. We ran another estimate on this cost which we ex- 

ressed ‘in positions and man-years. We predicted that had S. 57 
baie enacted, in 1960 it would have Thebes 5 390 additional positions, 
representing 290 man-years, or a cost. of $2,525,000. 

In 1961 it would have required 750 positions, 625 man-years, 
$5,400,000. 

In 1962 it would have required 1,000 positions, 830 man-years, 

7,400,000; and in 1963, 1,010 new positions, 840 man-years, $7,625,000. 

Then some of the workload would have begun to slack off, and in 
1964 the additional positions would have dropped down to 950, 790 
man-years, with a total cost of $7,275,000. 

The 5-year total would have been 4,100 positions, 3,375 man-years, 
$30,225,000. 

Mr. Gross. Is that direct compensation or does that include all the 
fringe benefits that would go into the employment of these people ? 

Mr. Frantz. It is total administrative cost, Mr. Gross. It would 
include travel and related expenses of that nature. 

Mr. JoHANSEN. Fringe benefits and so on? 

Mr. Frantz. Yes, sir. 

Mr. Witurams. These are the figures that we supplied this committee 
last March, sir. 

Mr. Jouansen. I am delighted to have this in the record because 
it puts all of us and our colleagues on notice as to personnel implica- 
tions of legislative appropriations and authorizations that we some- 
times make a bit nonchalantly, I think. 

Mr. Brownson. At the end of fiscal year 1957, there were seven 
loans outstanding under the public facility loan program. The 1959 
estimate is 104 loans, with an aggregate amount in excess of $32 
million. 

From June 30, 1957, to October 31, 1959, employment in the Fed- 
eral Housing Administration rose from 5,937 to 7,057. Full-time 
employment is expected to continue to rise in the latter half of this 
fiscal year and to reach 7,410 by next June 30, assuming, as Mr. Frantz 
discussed briefly a moment ago, that the anticipated increase in the 
volume of insurance applications toward the end of fiscal year 1960 
is realized. 

These increases in staff have been made in order to deal with even 
greater increases in workload. The number of units in insurance 
applications in 1957 totaled only 451,488. Insurance in force, which 
represents servicing workload, reached just above $20 billion. 

n the last fiscal year, unit applications totaled 1,074,522, an in- 
crease of 138 percent over the 1957 total. Mortgage insurance in force 
reached $27.1 billion, an increase of 35.1 percent over 1957. 
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Mr. Jowansen. May I ask whether the operations of this agency 
or any of the other units of your overall agency lend themselves to 
any type of automation or any other aids which make possible reduc- 
tion of manpower or make possible a direct ratio of increase in man- 

ower to workload ? 

Mr. Brownson. We have that in the next section of my statement, 
Mr. Johansen, if that will be satisfactory. 

Mr. JowaNnsen. Thank you. I will withhold that. 

Mr. Brownson. For a number of years the employment trend in the 
Public Housing Administration has been sharply downward. This 
has been a reflection largely of the rapid liquidation of the Govern- 
ment’s holdings of emergency housing. 

In the last 3 years, as the end of this inventory has been reached, 
the rate of decrease has leveled off somewhat. At the end of June 
1957, PHA had 1,778 full-time employees; at the end of October this 
year it had 1,472. 

In the same period, the low-rent public housing workload in- 
creased from 2,702 projects, containing 535,663 dwelling units on June 
30, 1957, to 3,219 projects, containing 585,635 units on October 31, 
1959. This included 101,000 units in preconstruction, 27,000 under 
construction, and 457,000 units built and occupied with management 
by local housing authorities under PHA supervision. 

Necessary increases in employment for the low-rent program dur- 
ing the balance of this year will largely offset the further reductions 
in the liquidating program. 

Total employment of 1,462 employees is projected for the end of 
this fiscal year. The additions needed involve mainly the filling of 
positions which are now vacant due to recruiting difficulties. These 
vacancies are in technical engineering, and auditing positions. It is 
planned to fill them as soon as college graduates and other qualified 
people can be recruited. 

The staffing pattern in PHA will be reviewed periodically during 
the remainder of the fiscal year to make sure that the full number of 
these positions is actually required on the basis of workload. 

The Federal National Mortgage Association came into the Housing 
Agency in 1950 with 923 employees. 

Through the reduction of the number of field operating points 
from 31 to 5, improved accounting methods, and other operational 
improvements, employment was brought down to a low of 545 in 
1954. In the meantime, the FNMA portfolio increased from 165,000 
to 331,000 mortgages. 

In 1954, FNMA was rechartered by the Congress and directed to 
carry out three separate functions, for which separate accountability 
was to be maintained, and which added to FNMA workload and 
manpower needs. These are: 

P A new secondary market operation ; 

2) Special assistance functions: and 

(3) The management and liquidation of the mortgage port- 
folio acquired prior to November 1954. 

Since 1954, the number of mortgages in the FNMA portfolio has 
increased over 70 percent, to 566,490. Employment has increased ap- 
proximately 50 percent, from 545 to 812 on October 31,1959. A slight 
increase, to 859, is projected for the remainder of this fiscal year. 
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Techniques for improving personnel utilization: The Housing 
Agency uses a variety of techniques to improve personnel utilization. 

Some of them are designed to increase the effectiveness of indi- 
vidual employees in doing the work assigned to them. They are 
largely a matter of having a good personnel program: of recruiting 
and retaining the best people, paying them fairly for the work they 
do, and providing traiing opportunities for improvement on the 
job and for preparation for promotion to more responsible re 

In this ennection, special mention should be made of the housing 
intern program. This program involves the recruitment of top- 
grade college graduates, who are placed for their first year in training 
ussignments, usually on a rotational basis, where they are at the same 
time doing productive work. Professional and technical employees, 
in occupations for which people were formerly recruited at grades 
GS-11, 12, and 13, are now being brought into the Government serv- 
ice at grades 5 and 7. The program has been very successful in at- 
tracting well-qualified young people into the career service. 

The other side of personnel utilization is what we do to the work 
itsel{—to make it simpler and more effective, and to eliminate un- 
essential work items. 

In this effort, extensive use is made of the comprehensive internal 
audit programs in each of the Agency’s components as a means of 
identifying, and securing high level consideration of, problems re- 
lating to manpower utilization and the effectiveness of Agency 
operations. 

The improvement of agency operations is a continuing responsi- 
bility of agency officials and employees at all levels. The more for- 
mal means of doing this involve surveys and studies by management 
technicians or by teams of management technicians and operating 
employees. Examples of some of the studies which have been made 
or are now underway may be of interest to the committee in its 
review of manpower utilization activities. 

1. During the past 8 months the Deputy Administrator, at the 
direction of the Administrator, has held a series of meetings with 
operating unit heads and regional administrators which are estimated 
to have resulted so far in annual savings in excess of $300,000. 

These have been very vital and penetrating roundtable discussions, 
in which everybody has gotten ok down to the bottom of this prob- 
lem, and they have been able to work out some real worthwhile sav- 
ings on this basis without in any way hurting the operations. 

During these meetings, the Deputy Administrator and other mem- 
bers of the staff have reviewed program policies, operating pro- 
cedures, staffing, and budgetary requirements in all parts of the 
Office of the Administrator. 

This review has produced tangible savings in positions to be abol- 
ished, as well as in vacancies which are not to be died. For example, 


10 budgeted vacancies have been abolished in 1 central office organi- 
zation and additional positions in that organization will be abolished 
as attrition permits. In other parts of the Office of the Administra- 
tor a minimum of 15 vacancies and 10 filled positions have been iden- 
tified for elimination. 

Mr. Jonansen. Is this basically an analysis and approach on the 
functional basis, or at least has that been a factor ? 
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Mr. Brownson. That has been a factor in the overall picture. The 
review has been handled on a functional basis and I might say, on an 
extremely detailed basis, where the Deputy Administrator and the 
group in conference with him have gone through more or less of a 
work analysis on yi gee in the section, to determine where there 
were nonessential tasks, where there were too many people for the 
task required, and where reorganizations of sections would reduce 
personnel, overall. 

Mr. Jouansen. It has been the feeling of this subcommittee that 
that sort of functional approach is one that is very useful throughout 
the executive branch in dealing with these problems. 

Mr. Brownson. This approach comes closer to the way that a small 
businessman would go over his organization, figuring out how he 
could reorganize to improve efficiency, on a basis where he had confi- 
dence in his subordinate administrators, and they had a pretty good 
idea of what the people under them were doing. 

Mr. JoHansen. Thank you. 

Mr. Brownson. In addition to these specific savings, a number of 
areas have been identified for more intensive and detailed study in 
the immediate future. 

2. About a year ago, the Public Housing Administration made a 
detailed review of its project inspection activities to determine 
whether it was necessary to have a full-time resident inspector on 
each project. As a result of this review, it was decided to place 
inspections on a monthly basis and to use traveling construction rep- 
resentatives instead of resident inspectors. 

At the time this change was made, 95 authorized jobs were elimi- 
nated with an annual savings of about $800,000. Some of these were 
filled, and some were vacant, at the time of the change. At current 
construction levels, this change is producing savings of something 
over $1 million a year. 

3. The Urban Renewal Commissioner, after a study of project in- 
spection activities in the urban renewal program, decided to eliminate 
regular onsite inspections by engineers, effective November 1, 1959. 
Whenever specific engineering problems arise, special inspections will 
be made by regional office technicians or by the temporary use of engi- 
neers assigned to community facilities program work. 

It is estimated that this change will save 21 man-years of engineer- 
ing staff time, with an annual money savings of about $170,000. 

4. Currently, FHA has a program for converting additional opera- 
tions to the computer it installed in May 1958, I think this 1s re- 
sponsive to your previous question, Mr. Johansen. 

Mr. Jouansen. Yes, thank you. 

Mr. Brownson. This will require an expenditure for equipment and 
supplies of about $250,000 annually, plus a one-time installation cost 
of approximately $65,000. However, the annual net savings from this 
conversion, Which will be made in January 1961, is estimated to be 
$840,000. 

5. The Community Facilities Administration recently determined 
that it could safely eliminate the 100-percent postreview in the central 
office of application approvals made in the field under delegated au- 
thority. A 20 percent sample postreview has been substituted. On 
the basis of fiscal year 1959 workload, this would have eliminated 436 
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out of a total of 545 postreviews in the college housing, public facility 
loan, and advance planning programs. : 

It is estimated that this change will release at least 6 man-years of 
technical and program staff time for other necessary work. 

6. The Federal National Mortgage Association has developed a sta- 
tistical sampling technique for the verification of mortgage balances, 
which is estimated to save $20,000 a year. 

Previously, FNMA verified the unpaid balances on between 70,000 
and 80,000 mortgages annually. This verification required the em- 
ployment of temporary clerical help, overtime, and the diversion of 
trained auditors into essentially clerical work. Under the new system 
adopted this year, a random statistical sample of 8,200, based on the 
present portfolio of over one-half million mortgages, is used. This 
has eliminated the need for additional help and overtime, and has re- 
leased the time of the auditors for other audit work. 

We are now looking into the possibility of applying this technique 
elsewhere in the Agency. 

7. FHA is currently working on a review of its basic mortgage in- 
surance procedures. Suggestions were solicited from all field offices. 
Out of those received, totaling about 600, a committee of two insuring 
office directors from each of the 6 zones has selected 40 for intensive 
study and possible implementation. 

This review is going on at the present time and, while substantial 
and tangible results are anticipated, no precise savings can yet be 
identified. 

8. Another study now going on involves a complete review of the 
requirements applicable to local public agencies under the urban re- 
newal program, with a view to eliminating many of these requirements 
and simplifying those which remain. 

This review, which will take several months, is being made by a 
task force composed of representatives from the Office of the Admin- 
istrator, the Urban Renewal Administration, and one of our regional 
offices. When completed, it will not only cut down on the amount of 
review required in the Housing Agency, but also will reduce mate- 
rially the data which must be furnished the agency by localities par- 
ticipating in the urban renewal program. 

9. A major effort is being made in the Public Housing Administra- 
tion to revise the requirements and procedures relating to the develop- 
ment of low-rent projects. A principal purpose of this study is a re- 
duction in the amount of material which a local housing authority 
must submit to the Public Housing Administration during the de- 
velopment. of a project and to eliminate some of the controls now 
maintained over development operations. This will, in turn, reduce 
the number and scope of reviews required to be made by PHA 
employees. 

10. The Federal Housing Administration, in collaboration with the 
Bureau of the Budget and the Administrator’s office, is making a 
study of the stafling problems created by a fluctuating workload. Ap- 
plications for FHA insurance are subject to extreme fluctuations based 
on seasonal factors—I thought you might be interested in seeing what 
a graph of the FHA workload looks like in the way of fluctuations. 
[Displaying graph.] It shows the problems: what is the minimal 
personnel you need, where do you draw your line on maximum work- 
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load, how do you accomplish the necessary work-hours for the peak 
of this progran. 

Mr. Jonansen. Is that based on a calendar or a fiscal year? 

Mr. Brownson. It is a continuous record, actually. It starts in 
January 1952 and goes through October of this year. 

As I say, applications for FHA insurance are subject to extreme 
fluctuations based on seasonal factors, the mortgage money market, 
and economic conditions generally. 

The study will attempt to identify optimum staffing levels to meet 
this kind of workload, review the use of temporary employment and 
overtime as a means of stabilizing full-time employment, develop 
better means of making current forecasts of future workload, and 
refine existing production standards. 

Mr. Gross. All these savings you speak of are impressive. Do you 
anticipate you are going to capture this money for the Federal Gov- 
ernment that would otherwise have been expended. 

Mr. Brownson. That is certainly the overall objective. Of course, 
it is a question whether in some cases we are going to capture the 
money or, in other cases, the money will be plowed back in areas where 
a greater appropriation would have had to be requested if the saving 
had not been made. 

Mr. Wittiams. We will be using this much less money than we 
otherwise would have used in operating these programs. 

Mr. JoHansEN. I want to add also that the listing you have made 
here is impressive. I want to make the further observation, par- 
ticularly for reasons of some criticism that I offered at the hearing 
this morning, that this form of presentation is exceedingly helpful to 
this committee. It gives us some idea of what you are doing, where 
you are doing it, how you are doing it, and what you are realizing 
from it. I think it is a pattern that could be profitably followed by 
some other agencies in helping to keep us from getting lost in a maze 
of generalized information. ‘These are specific and it is very helpful. 

Mr. Brownson. We appreciate that very much. These gentlemen 
with me here today had a great deal to do with the preparation of 
this study, and I think deserve a great deal of the credit. 

Classified grade structure: Between 1954 and 1959, the average 
grade in the Housing Agency increased fractionally, from an average 
general schedule grade of 7.35 to one of 7.66. 

In the Office of the Administrator, including Community Facilities 
Administration and Urban Renewal Administration, there was a de- 
crease from 9.3 to 8.98. 

FHA increased from 7.25 to 7.37. 

PHA increased from 7.3 to 8.3. This was the most substantial in- 
crease in the Agency. It is attributable to the liquidation of the 
emergency housing inventory, which resulted in the elimination of a 
significant number of lower grade employees engaged in the operation 
and maintenance of federally owned housing projects. 

FNMA’s average grade in 1959 was 6.3, the same as for 1954. 

Approximately 10 percent of the Agency’s employees on June 30, 
1959, were at grade GS-13 or above; 45 percent were in the range 
GS-7 to 12; and 43 percent were in grades below GS-7. The remain- 


ing 2 percent were paid at statutory rates or under wage board 
schedules. 
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Since 1957, the following changes have occurred in grades GS-13 
and above: 


June 30, 1957 | June 30, 1958 | June 30, 1959 Change 
22 21 31 +9 
31 39 41 +10 
119 130 132 +13 
1, 022 1,046 1, 083 +61 


During the same period, overall agency employment has gone from 
9,893 to 11,001, a net increase of 1,108. 

Control over the classified grade structure is maintained through 
a series of devices—and I think this has a strong bearing on your 
point about the coordination of personnel policies between the parent 
agency and the constituent agencies. 

1. Requiring high-level approval of actions which involve grade 
increases. In the Office of the Administrator, the Administrator or 
Deputy Administrator personally approves actions involving employ- 
ment in positions at GS-12 and above in Washington and GS-13 and 
above in the field. In the Federal Housing Administration all ac- 
tions are approved by the Director of Personnel and in the Public 
Housing Administration by the Commissioner. The FNMA presi- 
dent approves actions at GS-13 and below; actions above GS-13 are 
approved by the Administrator as chairman of the Board of Di- 
rectors of FNMA. 

2. An annual review of each position by the immediate super- 
visor, who must certify that the position is accurately described to 
reflect the duties actually performed. 

3. Standardization of organization and grade patterns in field in- 
stallations with comparable workloads. 

4. Period audits and surveys by position classification tech- 
nicians. 

5. An annual statistical review of average grade levels, as a part 
of the budget process. 

6 An independent post-audit at periodic intervals by the Civil 
Service Commission. 

Mr. JowHansen. How much of a change in its upgrading or down- 
grading is made as a result of Civil Service Commission findings? Is 
that very extensive? 

Mr. Witrams. It has not been very extensive in our agency. 
Would you agree, Mr. Chaffin ? 

Mr, Cuarrtn. In the recent inspection made of the agency by the 
Civil Service Commission, there were no grade changes recommended. 
We have a pretty thorough internal system of reviewing our grades, 
and we may have beaten the Commission to downgrading some 
jobs. 

' Mr. Wittiams. Two or three years ago, if I recall, there were some 
jobs in FHA which were downgraded as a result of a Civil Serv- 
ice Commission survey. There have been some cases. 
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Mr. JowANnsen. I am certainly impressed by the overall figure 
shown on page 7 of the relative stability of the average grades in 
these agencies, and even shocked, if I recall correctly, but agree- 
ably so, to find one indicating a decrease. 

I must observe that that is rather irregular, and I commend it. 

Mr. Brownson. And yet the Agency’s figures on the turnover of 
personnel during this period are very favorable. 

Mr. JoHansen. That is interesting, particularly in the face of some 
arguments I have encountered from some sources that they cannot 
retain personnel unless they do the opposite. 

Mr. Cuarrin. Our separation rate is slightly below the average 
rate for the Government. 

Mr. Gross. I was interested in your statement that you are appar- 
ently not having too much trouble recruiting young people, college 
graduates coming in. Did I understand you correctly ? 

Mr. Brownson. That is right. The intern program undoubtedly 
has a certain appeal that you don’t get from going into the field and 
recruiting without that type of specialized program. It has produced 
some very capable young people. 

Mr. Gross. Is that because the State Department cannot take all of 
them? Nearly every young college graduate that comes to me for a job 
wants to go into the State Department overseas, the greener pastures 
or whatever it is they have over there. But I am surprised that you 
get any applicants at all, if my particular district is any indication. 

Mr. Wituiams. Well, we usually go out and find them. We visit 
the colleges periodically and talk to the students. 

Mr. JoHANsEN. Puerto Rico is the only oversea location of person- 
nel that you have, is it not ? 

Mr. Frantz. We have a couple of people in Hawaii. 

Mr. Brownson. The college students we talk to do seem to be very 
interested, and we are getting some excellent, very well-qualified 

eople. 

Establishment of Agency manpower requirements: Agency man- 
power requirements are initially established in the formulation of the 
annual budget. 

Budget assumptions and preliminary estimates of workload and 
staff requirements are developed in each constituent organization. 
These are reviewed by the Administrator’s budget staff and by a top- 
level Budget Review Committee headed by the Deputy Administra- 
tor. 

This committee considers the estimates and staff comments, holds 
hearings with the Commissioners and their staffs, and makes its recom- 
mendation to the Administrator. 

After the Administrator’s personal consideration of the estimates, 
his budget determinations are transmited to the constituent organiza- 
tions of HHFA. These determinations are the basis for preliminary 
and, later, final estimates for consideration by the Bureau of the 
Budget and, in the form of the President’s budget, by Congress. 

Following approval of the appropriation act, the Administrator 
and the head of each constituent organization is responsible for mak- 
ing the most effective use of the staff and, wherever workload or other 
considerations permit, for operating at personnel levels below the 
limits set. by appropriations. 
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This year our objective is to hold employment 2 percent below the 
number permitted by current appropriations, as desired by the 
President. 

The means by which manpower requirements are controlled during 
the year vary slightly among the Agency’s constituent organizations. 
In general, however, each of their systems involves (1) the periodic 
review of manpower requirements on the basis of actual workload 
trends; and (2) the review of vacancies as they occur, to determine 
whether such vacancies need to be filled. A monthly report is also 
submitted to the Bureau of the Budget in connection with the oper- 
ating budget plan. 

Mr. Jonansen. Mr. Brownson, I would not want to speak for the 
actual chairman of this subcommittee, who is necessarily absent this 
afternoon, but I do have a feeling that, were he here, he might offer 
this comment on that paragraph about the objective of 2 percent 
below the number permitted by current appropriations. He might 
say, were he here—and I am not venturing to speak for him—Could 
you not jack that up to 4 percent so there would be a little further 
reduction in actual personnel ?” 

In saying that, I am not detracting from what you have done. 

Mr. Brownson. We have been working toward a higher level of 
efficiency all the time, and with some success. I believe there is no 
question in anybody’s mind but that an overall objective of 4 percent 
would be desirable and possible, if you could utilize every technique 
to the maximum. All of us are aware that in any large organization, 
be it business, agriculture, government, or anything else, there is a 
certain amount of slippage. However, the basic situation that we 
face at the present time, which makes us regard a 2 percent reduction 
as somewhat of an achievement, is the fact that we have not yet felt 
the overall impact of the Housing Act which was just passed up here 
on the Hill. We have no way of measuring accurately the increase 
in workload which that act will finally impose. 

Actually, by making that 2 percent cut and foregoing additional 
personnel while we take on some of these extra tasks which have been 
assigned us, we may in one sense of the word be making what would 
amount to a4 percent cut, or even a greater one. 

Mr. JonanseEn. I recollect myself the job you are doing, and I 
recognize the problem is complicated by what the majority of the Con- 
gress did. I hope I will be forgiven for self-righteousness if I say 
I did not vote to contribute to the problem you now face. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. JonHansen. Gladly. 

Mr. Avrorp. Mr. Brownson, could you give us this information: 
What is the relationship of personnel which is of your administrative 
overhead to that of your operating load? Do you have the ratio on 
this? 

Mr. Brownson. Mr. Frantz, this question seems to me one you might 
be best prepared to answer. 

Mr. Franvz. It is almost impossible to answer that in that form, 
Mr. Alford. Let me say that the total operating expenses of the 
agency for this year will be in the neighborhood of $90 million. The 
total amount of money involved in our program operations runs into 
a good many billions. But the total size depends on whether you add 
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insurance authorizations to grant funds, for example, or loans to 
nts. There are too many different kinds of money to add up a 

total. But there are many billion dollars involved in the operation, 
certainly, any way you measure it. | 

Mr. Atrorp. But you have no way of giving a ratio of the adminis- 
trative overhead as compared to that of actual operating expenses. 

Mr. Frantz. No, sir. 

Mr. Brownson. I wonder if you are exactly clear on what the Con- 
gressman means, Mr. Frantz. 

Do you mean, Dr. Alford, headquarters operating overhead as com- 
pared to field operations? Is that the figure you are after? 

Mr. Aurorp. That is right. 

Mr. Frantz. I am sorry. I misunderstood your question. 

Mr. Brownson. Yes; we have that figure. 

Mr. Frantz. I do not have that with me, however. 

Mr. Atrorp. If you could supply it at this point in the record, it 
would be sufficient. 

Mr. Brownson. We will be glad to supply it for the record. 

Mr. Franrz. Let me put a little statement in the record, if I may, 
because I will doa better job of it that way. 

Mr. Atrorp. Without objection, Mr. Chairman, could we have that ? 

Mr. Scorr. Without objection, it will be inserted in the record. 

(The information referred to follows :) 


The following table shows the breakdown of employment within HHFA be- 
tween departmental and field staff, as of October 31, 1959: 


Analysis of total paid employment, Oct. 31, 1959 


Departmental Total 
Total em- 
District of At field Depart- Field ployment 
Columbia locations mental 

601 128 729 930 1, 659 
1, 587 160 1, 747 5,310 7, 057 
2, 844 292 3, 136 7, 865 11,001 


1 Including URA and CFA. 


It would not be correct to express the figures above as a ratio of overhead to 
operating employment, as suggested in Dr. Alford’s question. This is because 
it is not possible, without a time consuming analysis, to separate operating staff 
from total departmental employment. Thus, for example, while the departmental 
staffs of the constituent organizations are largely engaged in executive direction 
and supervision, many of them also have important operating responsibilities. 


Mr. Brownson. Work measurement techniques are used whenever 
they provide an effective means of control. 

Office of the Administrator: Manpower ceilings are set for each 
central office unit and region shortly after approval of the annual 
appropriation act. This action is taken by the Administrator or 
Deputy Administrator on the basis of recommendations of operating 
offices and the budget staff. 

Thereafter, the budget: staff makes a monthly review of the posi- 
tion list for each-unit.and adjusts it as necessary on the basis of actual 
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workload. The position lists control both the establishment of new 
positions and the filling of vacancies. 

Federal oe Administration: Employment ceilings are estab- 
lished by the Budget Director, who thereafter adjusts them on the 
basis of fluctuations in workload. 

The Director of the Budget Division reviews all requests for the 
establishment of positions or the filling of vacancies to determine that 
the requests are within employment ceilings, consistent with ap- 
proved organization and staffing patterns, and justified on the basis 
of workload or work measurement standards. 

Public Housing Administration: Personnel ceilings are set by the 
Director of the Budget Branch, with the approval of the Commis- 
sioner, and are adjusted quarterly. Any changes from the approved 
staffing pattern must be approved individually by the Deputy 
Commissioner. 

Vacancies occurring in grades GS-12 and above may be filled only 
upon the approval by the Commissioner after review of a written 
justification. 

A similar review is made by the appropriate Assistant Commis- 
sioner or regional director before actions at GS-11 or below are pre- 
sented for final approval. 

Federal National Mortgage Association: Personnel ceilings are 
established by the President of FNMA on the basis of estimates pre- 
pared by division heads and field office managers. During this 
process, each vacant position is reviewed to determine whether it can 
be abolished. 

Positions over the personnel ceilings must be approved by the 
President of FNMA, who also reviews all personnel actions at grade 
GS-13 and below. Actions involving FNMA positions above GS-13 
are approved by the Administrator, in his capacity as Chairman of the 
Board of Directors. 

That, Mr. Chairman, is the conclusion of our prepared statement. 

Mr. Gross. Have you hired outside consulting firms? 

Mr. Brownson. Not recently. We have a record here of the con- 
sulting firms that have been hired in the past. The last one was in 
1955, when Cresap, McCormick & Paget was hired. That is ap- 
parently the latest. outside firm. 

Mr. Wiuutams. There was one later than that, hired to conduct a 
review of the Comptroller’s operations in the Federal Housing 
Administration. 

Mr. Brownson. Cresap, McCormick & Paget is the last one that the 
Housing and Home Finance Administrator hired 4 

Mr. Yes. 

Mr. Gross. What was the purpose of that seurvey in 1955 by 
Cresap, McCormick & Paget ? 

Mr. Wuu1aMs. I did not participate in the discussions leading up 
to the survey or in the decision to have a management audit. made. 
It came right after the special investigation in 1954, and probably 
that had something to do with the decision of the Administrator and 
the Administration that they wanted a management audit made. 

Mr. Gross. Do you know what came out of that survey ? 
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Mr. Wiuuiams. Yes. We felt it was a good survey, sir. They 
made 148 recommendations. We accepted 112 of their recommenda- 
tions. 

Mr. Gross. About 50 percent. 

Mr. Better than 50 percent. 

Mr. Jomansen. Did those recommendations pay for the cost of the 

Mr. Wuuiams. Yes. On their recommendation, we abolished 1 
division that had 5 people at an expenditure of about $50,000 a year. 
They made another recommendation, that we use a standard bond 
indenture in several of our programs, which we feel was worth about 
$7,500 a year. We got more than the cost of the survey back in 
identifiable savings. 

Mr. Gross. Mr. Chairman, let me ask Mr. Bray: Do we have a his- 
tory of the work of this consulting firm, the amount of money paid? 

Mr. Bray. No,sir. We do not. 

Mr. Gross. I wonder if you could give us that for the record? 

Mr. Brownson. Yes, sir; we would be glad to. 

Mr. Witt1ams. We have made quarterly reports to the Bureau of 
the Budget on this survey, which we can summarize to give you the 
whole story. 

Mr. Gross. Yes, how much this firm was paid, and what flowed from 
the survey that was made. 

Mr. Witt1ams. We would be very happy to. 

(Survey referred to follows :) 

In 1955 the Housing and Home Finance Administrator contracted with the 
management consulting firm of Cresap, McCormick & Paget for an independent 
analysis and evaluation of the internal organization and administration of the 
Agency. 

Arrangements for the survey were made in cooperation with the Bureau of the 
Budget. The total cost of the survey was $99,440, of which the Bureau of the 
Budget paid, from the appropriation for “Expenses of management improve- 
ment,” $50,000. 

The survey was conducted between May 1955, and July 1956, and the final 
report was submitted August 31, 1956. 

A total of 148 recommendations were made by the consulting firm relating 
to the constituent agencies and units. Of these, 112, or 75 percent, were ac- 
cepted, and 36 were rejected. 

The survey was mainly concerned with problems of administration and the 
proper assignment of program functions within the Agency, rather than with 
achieving direct economies in Agency operations. Nevertheless, there have been 
identifiable savings resulting from the survey which, on an annual basis, exceed 
the amount paid the consulting firm. 

Mr. Gross. Let me ask you this question: Do you not anticipate 
hiring a consulting firm of this kind ? 

_Mr. Wiis. I haven’t heard the subject mentioned for 2 years, 
sir. I do not believe we are in the market for hiring management 
surveys. 

Mr. Gross. We find that they blossom all over the Government 
these days. We have to ask the question of whether these people are 
necessary and why, if people cannot run their own workshops, they 
do not get rid of some employees. 

Mr. Wittiams. The studies we have outlined here, we find we can 
do with our own staff. 

Mr. Gross. I am glad to hear you do not anticipate hiring any 
management consulting firms. 
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Mr. WiutaMs. We like to identify those problems, and then pull 
the operating people in. We might also assign a management man 
to the study. On the urban renewal study, we have one management 
man, a man from a field office, and a couple of the people engaged in 
the program in oe We find that if we do it this way, the 
result is better accepted. 

Mr. Jouansen. I would think the type of conferences which Mr. 
Brownson has indicated he as Deputy Administrator is conducting 
is a most effective device for obviating the necessity of the sort of 
thing the gentleman from Iowa is talking about. 

Mr. WitiiaMs. Oh, yes. Each conference with each regional ad- 
ministrator lasted a full day. 

Mr. Brownson. Those conferences were actually conducted by 
Walter Rosenberry. 

Mr. JonanseEn. I trust the present Deputy Administrator is going 
to continue that type of technique. 

Mr. Brownson. It was certainly very effective. 

Mr. JonHansen. I would think so. 

Mr. Atrorp. Mr. Chairman, this is not pertinent to manpower utili- 
zation, and I ask it in all good faith, just as a matter of personal 
information. 

Could any one of you tell me something about the policy of dis- 
counting of FHA loans; why this is, what can be done about it, and 
what your opinion is as to what can be done about it? 

Mr. Brownson. We have probably done more soul searching on 
that subject than almost any other subject: which faces us right now. 

I have traveled around the country considerably with the Adminis- 
trator, and when he talks to building and real estate groups, that is 
the first and major question which is asked. 

Of course, it simply comes down to the fact a discount is a way of 
getting higher interest rates. It introduces a certain regional flexi- 
bility. The interest rate across the country tends to remain fairly 
level, and flexibility is obtained by the use of discount points in 
various areas. It varies widely. In some areas of the country there 
is still some par money available. In other areas the discounts are 
up to 5 or 6 points, or higher. 

Actually, what has happened is that we have an overall tight 
money situation, aggravated to a certain extent by the necessity of 
the Federal Government going into money market on what we now 
refer to as the “magic 5s.” We have a feeling that a lot of the money 
that went into the “magic 5s” was money that was taken out of sav- 
ings and loan associations and other types of institutions where the 
money would normally have been available for the home construction 
industry. 

So, as the law of supply and demand operates in the money market, 
and as the country on the whole wants to build and create a whole 
lot more things than they have a money supply to take care of, we 
reach this tightening which produces the practice of discounting loans. 

We have a feeling that it may relax a little bit in the spring of 
the year. We are certainly hopeful, and there are some signs in 
that direction. But at the present time it is one of the influences 
which is tending to hold down the number of housing starts. 

Mr. Aurorp. Is there any answer to it ¢ 
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Mr. Brownson. No answer at all, except that it is possible that as 
you get a litle bit further along, some of the large project builders and 
users of large quantities of money may balk at the price they have to 

ay, and that may have a tendency to bring the market down a little 
it. 

Mr. Atrorp. Thank you. 

Mr. Gross. I noticed in the Star the death of one of your former 
employees, who was identified as Chairman of the Housing and Home 
Finance Agency Committee for Youth Fitness. The story says: 

Recently, as Chairman of the Youth Fitness Committee, he represented the 
— in the Agency work with the President’s Committee on Youth 

itness. 

What can you tell me about this office? 

Mr. Brownson. I can tell you what you would probably like to 
hear the most; that this position is not being filled. 

Mr. Gross. I appreciate that. I wondered how that crept into this 
Agency. 

Mr. Silas: The President has a Committee on Problems of 
Youth Fitness. Mr. Ray, among other duties, represented the Ad- 
ministrator in working with this high level group. Housing is con- 
sidered an important factor in this area. 

Mr. Frantz. The Administrator is a member of the President’s 
Committee, which is largely a Cabinet Committee, but includes the 
Housing Administrator and Veterans’ Administrator. 

Mr. Gross. That hardly entitled the Agency to put on the payroll 
a person holding that job. 

Mr. Brownson. The Administrator undoubtedly feels that way, be- 
cause his current thinking, as we discussed it no later than this noon, 
was that that position would remain vacate. 

Mr. Gross. I am glad to hear that. 

Thank you, gentlemen. 

Mr. Scorr. Are there any other questions? 

Mr. JoHANsEN. I just want to repeat my appreciation of the ve 
able presentation, and to thank the Deputy Administration and his 
associates. 

Mr. Brownson. Thank you very much. 

Mr. Scorr. Gentlemen, we appreciate your appearance and thank 
you for your cooperation. 

The subcommittee will recess until 10 o’clock tomorrow morning, 
when representatives from the U.S. Information Agency will appear. 

(Whereupon, at 4:55 p.m., the subcommittee was recessed, to re- 
convene at 10 a.m., Thursday, December 3, 1959.) 
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Hovse or 
SuBpcoMMITTEE ON Manpower UTILIzATION 
oF THE ComMITTEE ON Post Orrice AND Crvit SERVICE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 215, 
IIouse Office Building, Hon. James C. Davis (chairman of the sub- 
committee) presiding. 

Mr. Davis. The a will come to order, please. 

We are continuing this morning the hearings which were begun on 
Monday. Today we have the U.S. Information Agency to give us 
some facts about the operation of that Agency. 

We have Mr. James E. Hoofnagle, as the Director of Administra- 
tion, who is accompanied by some of his staff. 

Will you please present them to the committee, Mr. Hoofnagle? 


STATEMENT OF JAMES E. HOOFNAGLE, ASSISTANT DIRECTOR 
(ADMINISTRATION), U.S. INFORMATION AGENCY ; ACCOMPANIED 
BY ABBOTT WASHBURN, DEPUTY DIRECTOR; L. K. LITTLE, DI- 
RECTOR OF PERSONNEL; ERVIN DEHN, ASSISTANT DIRECTOR OF 
PERSONNEL (PLANNING); AND THOMAS G. RODERICK, JR., 
DEPUTY GENERAL COUNSEL 


Mr. Hoornacte. Mr. Chairman, and members of the committee, on 
my immediate left is Mr. Abbott Washburn, the Deputy Director of 
the Information Agency; on my right is Mr. Dehn, Assistant Direc- 
tor of Personnel for the agency; and on the far right is Mr. Little, 
Director of Personnel. 

Mr. Davis. I believe you have a prepared statement. 

Mr. Hoornacir. Yes, Mr. Chairman, I have. 

Mr. Davis. Will you proceed with it, then? Would you prefer to 
finish your statement or would you have any objection to questions 
being asked as you proceed with it? 

Mr. Hoornacier. Mr. Chairman, I would not object to questions at 
any point in the statement. 

Mr. Davis. Very well. Proceed, please. 

Mr. Hoornacie. Mr. Chairman and members of the subcommittee, 
we appreciate the opportunity to appear before your subcommittee to 
discuss the utilization of manpower and other items referred to in 
vour letter of October 27, 1959, with respect to the personnel opera- 
tions of the U.S. Information Agency. 
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Functions: The U.S. Information Agency was established as an 
independent agency in the executive branch on August 1, 1953, by 
Reorganization Plan No. 8 of 1953. Under that plan the Agency was 
given the responsibility for conducting the Government’s oversea in- 
fermation activities previously the responsibility of the Department 
of State and the Mutual Security Agency. The basic statutory au- 
thority of the Agency is contained in the U.S. Information and 
Edueational Exchange Act of 1948, as amended. 

Mr. Davis. You state that the Agency was given the responsibility 
for conducting the Government’s oversea information activities. That 
is, passing out information, without gathering it in? 

Mr. Hoornacte. It is the publication and distribution of infor- 
mation overseas. This authority is contained in Public Law 402 of 
the 80th Congress, generally known as the Smith-Mundt Act. 

Mr. Davis. How many achiradneit agencies are engaged in this 
same operation ¢ 

Mr. Hoornacie. The U.S. Information Agency has rather exclusive 
responsibility for the information activities of the U.S. Government 
overseas. Our activities in the field of information are exclusively 
overseas. 

Mr. Davis. Do I understand, then, that no other agency or depart- 
ment of Government engages in this same operation ¢ 

Mr. Hoornacir. Overseas in the Embassy we are responsible for 
all the information and cultural activities of the Department of State 
and the International Cooperation Administration, publicizing the 
activities of the ICA overseas and serving to whatever extent is nec- 
essary as a public relations officer for the American Ambassador and 
his staff. 

Mr. Davis. For every other U.S. Government agency also? 

Mr. Hoornactr. No, sir: I am talking about in the civilian field. 

Mr. Davis. Do they have similar operations, then, in the military ? 

Mr. Hoornacir. My knowledge of the military is limited, but 
they have a responsibility for troop community relations in countries 
where U.S. forces are located. 

Mr. Davis. The reason I am asking you this question is, I want to 
know if all the distribution of information about our Government, 
our culture, and so forth, is in your hands, or if there are other de- 
partments and agencies or branches of other Government functions 
abroad that do any part of the same work. 

Mr. Hoornacte. No, sir; to my knowledge there is no duplication 
of effort in providing information overseas. 

Mr. Davis. What you give out in the way of information, then, is 
all that the Federal Government gives out ? 

Mr. Hoornacre. Of course, in terms of explaining U.S. policies, 
creating mutual understanding between this country and countries 
overseas, for this we have full responsibility. 

Mr. Gross. Then, I guess the State Department has no press rela- 
tions officer overseas or no staff of this kind at all. 

Mr. Hoornactr. The press relations for the State Department over- 
seas are handled by representatives of this agency stationed in the 
Embassy. 

Mr. Gross. The State Department maintains no personnel overseas 
for this purpose. Is that what you are saying? 


| 
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Mr. Hoornacir. To my knowledge, that is correct, sir. We have 
in all major countries, Mr. Gross, an officer generally referred to as a 
“press attaché,” who works very closely with the American Ambas- 
sador and serves in this capacity for the Ambassador. 

Mr. Atrorp. Is your Agency the only one that has information rela- 
time to the foreign aid program ? 

Mr. Hoornacie. Our responsibility for the foreign aid program is 
to distribute overseas to the people of the country information as to 
the way the foreign aid operation is being conducted and information 
about the foreign aid program. We serve in this capacity for ICA, 
the International Cooperation Administration. 

Mr. Atrorp. Would it be possible for us to have a list of every 
country in which you operate ? 

Mr. Hoornacte. Yes, sir. We have tables, Dr. Alford, showing 
the countries in which we operate, and the number of people that we 
have headquartered in each country. 

Mr. Atrorp. Yes; may we have the countries in which the USIA 
operates and the number of employees in each country, and the num- 
ber of projects in each country ? 

Mr. Hoornacir. We do not operate on a project basis in the U.S. 
Information Agency, such as that with which you may be familiar 
in connection with ICA or other Government agencies. We have an 
information program which could be broken down functionally into 
radio activitites, press and publications activities, information cen- 
ters activities, and the like. That would be the functional break- 
down of our work overseas. 

(The information requested follows :) 


Summary of oversea service employees by geographic area and activity, fiscal 
years ending June 30, 1957, 1958, 1959, and Sept. 30, 1959 


June 30, 1957 June 30, 1958 June 30, 1959 Sept. 30, 1959 
activity | | | 
Ameri- A meri-| Local; Total) A meri-| Local|T otal| Ameri-| Local Total 
can can can can 
Latin America____--- 131 639 770 122 618 740 138 623 76l 140 624 764 
oe!) 363 |2,614 |2,977 276 |2,083 |2, 359 277 |2,034 |2,311 270 |2,028 | 2, 298 
Far East -..-- 281 |1, 767 |2,048 224 |1,623 {1,847 223 |1, 644 |1, 867 224 {1,648 | 1,872 
est. ....--.. 239 |1,495 |1, 734 223 |1, 550 |1, 773 205 }1,426 631 212 |1,419 | 1,631 
Africa. __.-- 44 150 194 46 182 228 58 224 282 60 232 292 
Radio activities... _- 150 658 808 137 610 747 102 575 677 99 AG2 661 
Press activities 27 348 375 29 329 358 31 321 352 29 320 349 
Pipeline complement. 77 118 97 92 92 
Training complement 55 7 75 59 59 72 2 
Grand total, 
oversea 
service. 1, 367 |7, 671 19,038 | 1,250 |6,995 |8, 245 | 1,190 |6, 847 |8, 037 | 1,198 (6,833 | 8,031 
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Oversea service employees by geographic area and country, fiscal years endiny 
June 30, 1957, 1958, 1959, and Sept. 30, 1959 


USIS EMPLOYEES—LATIN AMERICA 


June 30, 1957 June 30, 1958 June 30, 1959 Sept. 30, 1959 
Country 
Amer-| Local] Total} Amer-} Local) Total} Amer-| Local) Total) Amer-| Local) Tota! 
ican ican ican ican 
A 12 72 ll 67 78 14 64 78 13 63 76 
NE. orhisncnehnwn 5 47 52 4 46 50 7 37 44 6 37 43 
25} 149 25} 120| 145 26 | 152 24) 126 150: 
eer 6 34 40 7 35 42 6 37 43 6 38 44 
as 6 24 30 5 23 28 5 23 28 5 23 R 
Cc Serra 2 7 9 1 5 6 2 6 8 2 6 8 
a ad 6 26 32 5 21 26 5 21 26 6 23 29 
Dominican Republic_- 1 3 4 1 3 4 1 3 4 3 3 6 
ES ee 6 18 24 6 21 27 5 20 25 7 21 2 
E] Salvador___-------- 3 7 10 3 6 9 3 7 10 3 6 9 
British West Indies__- 3 15 18 3 15 18 4 17 21 3 17 20 
Sapa seeeeee, 9 26 35 6 23 34 7 29 36 7 30 37 
| ef NSS 2 5 7 2 4 6 2 5 7 2 5 T 
SS ae 3 9 12 2 5 7 1 7 8 2 7 g 
Martinique. ----..---- 1 5 6 1 6 7 1 6 7 1 6 7 
117] 137 19} 114] 133 20; 131 21 108 129 
Deeees. ........-..- 2 5 7 2 5 7 2 6 8 2 6 8 
a 5 22 27 3 18 21 3 18 21 3 18 21 
OS ae 2 8 10 2 6 8 3 6 9 2 6 8 
5 26 31 5 26 31 6 27 33 6 27 33. 
SS 6 27 33 5 28 33 7 28 35 7 29 36 
Venezuela----....---- 5 17 22 4 16 20 S 19 27 9 19 2B 
Total, Latin 
America......| 131 | 770 122 618 | 740 138 | 623) 761 140 | 624 764 
USIS EMPLOYEES—EUROPEAN AREA 
June 30, 1957 June 30, 1958 June 30, 1959 Sept. 30, 1959 
Country 
Amer-| Local} Total! Amer-| Local] Total] Amer-| Local] Total] Amer-| Local} Total 
ican ican ican ican 
No oie cine 27 194 | 221 18 136 | 154 17 127 144 15 128 143 
aR 6 31 37 5 23 8 27 8 27 
SS SESE 7 24 31 4 18 22 5 19 24 4 19 23: 
ES 8 30 38 6 20 26 8 20 28 7 19 26 
Ses 57 | 223 42 | 201 243 43 | 210] 253 44 201 245 
Germany 129 |1, 473 /|1, 601 99 |1, 145 /|1, 244 87 {1,084 |1,171 82 |1,082 | 1, 164 
Great Britain_..._._.- 20 80 13 59 72 17 59 76 15 61 76 
 ™ eee 4 ll 15 3 9 12 4 10 14 4 10 14 
| 50 | 245 | 295 39 | 205 | 244 40 | 211 251 42 | 213 255 
Netherlands__-.-...-.- 5 41 5 23 28 4 27 4 22 26 
rE 5 19 24 4 16 20 4 17 21 4 17 21 
| Ee 3 18 21 3 13 16 2 13 15 2 14 16 
ae 18 124 142 14 95 109 13 97 110 14 98 112 
NE ne 6 31 4 24 28 4 21 25 q 21 
Switverland........... 5 8 13 3 6 9 4 6 10 4 7 ll 
Yugoslavia _-........- 13 93 106 14 90 104 14 87 101 13 86 99 
Total, Europe. 363 |2,614 |2,977 276 |2,083 |2, 359 277 |2,034 {2,311 270 |2,028 | 2, 298 


| | 
| 
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Oversea service employees by geographic area and country, fiscal years ending 
June 30, 1957, 1958, 1959, and Sept. 30, 1959—Continued 


USIS EMPLOYEES—FAR EAST 


June 30, 1957 June 30, 1958 June 30, 1959 Sept. 30, 1959 
Country 
Amer-! Local! Total] Amer-| Local) Total} Amer-| Local} Total) Amer-| Local] Total 
ican ican ican ican 

| ee eee ee 3 17 20 5 13 18 4 13 17 4 13 17 
CE ee 20 121 141 14 122 136 14 123 137 16; 121 137 
Cambeegie............ 18 95; 113 12 91 103 10 93 103 7 89 96 
Hong Kong.--..------ 13 66 7 ll 63 74 ll 61 72 ll 63 74 
20; 189 21 188 | 209 22 187 | 209 23) 208 
62 | 385] 451 49 | 358 | 407 46) 355 | 491 45 | 351 396 
Korea... = 24 179 | 203 18} 161 179 21 163 184 21 167 188 
eae re Z ll 46 57 9 46 55 ll 58 6 13 68 81 
LS ee ee re 7 62 69 6 31 37 7 34 41 7 33 40 
New Zealand _._--_.-- 2 6 1 4 5 1 5 6 1 5 6 
20 113 133 15 109 16 95 lll 16 95 
 . ae 5 28 33 5 28 5 28 33 
pi | eee 14 62 76 13 62 75 ll 66 77 12 6A 80 
29} 225] 258 152 178 25 159 184 24 157 181 
Vea centccosscned 30 257 19 210 229 19 204 223 19 205 224 
Total, Far East_| 281 |1, 767 |2,048 224 |1, 623 |1, 847 223 |1, 644 /1, 224 {1,648 | 1,872 


USIS—NEAR EAST AND AFRICA 


June 30, 1957 June 30, 1958 June 30, 1959 Sept. 30, 1959 
Country 
Amer-| Local) Total} Amer-| Local; Total} Amer-| Local} Total} Amer-| Local! Total 
ican ican ican ican 
NEAR EAST 
6 12 18 7 15 22 
32 36 5 35 40 
1 2 2 4 
12 108 120 ll 107 118 
68 | 533 601 67 | 524 591 
22 137 159 22 137 159 
3 21 24 2 16 18 
4 24 28 4 23 27 
5 21 26 5 22 27 
13 46 59 13 47 60 
28 288 | 316 34 281 315 
1 3 4 1 3 4 
3 4 22 2 14 16 4 15 19 
(ee es 16 78 94 17 84 101 19 82 101 20 85 106 
United Arab Repub- 
lic (Egypt, Syria) --- 25 121 146 24 115 138 17 105 122 15 106 121 


Subtotal, Near East.| 239 |1,495 |1, 734 223 |1,550 |1,773 205 |1,426 }1,631 212 |1,419 | 1,631 


AFRICA 
Belgian Congo....--.-- 4 8 12 2 8 10 2 4 6 2 5 7 
pS SE eae 3 14 17 3 18 21 4 22 26 5 25 30 
Rhodesia and Nyasa- 

oS eee 1 8 9 2 10 12 3 13 16 2 13 15 
French West Africa.._|--....- 2 2 1 4 5 2 5 7 2 5 7 
cE ne ee eee 6 12 18 5 13 18 6 13 19 6 13 19 
eters 4 ll 15 4 23 27 6 24 30 5 25 30 
NG kicistchiewewaa 2 6 8 2 7 9 2 9 il 3 9 12 
Be A cbiccndency 5 28 33 5 23 30 7 28 35 7 28 35 

Di Lancasccapeen 8 16 24 & 22 30 10 33 43 10 33 43 
DOI. oct éensatanceg 4 20 24 5 25 30 6 32 38 6 33 39 

___ te eels ee 3 15 18 5 21 26 4 26 30 «6 28 34 

Union of South Africa. 4 10 14 3 6 9 4 7 11 4 6 10 

Subtotal, Africa..... 44} 150] 194 46 | 182 | 228 58 | 224 | 282 60 | 232 292 
Total, Near East 

and Africa....| 283 |1,645 |1,928 | 260 |1,732 |2,001 | 263 /1,650 |1,913 | 272 |1,651 | 1,923 


| | | 
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Oversea service employees by geographic area and country, fiscal years ending 
June 30, 1957, 1958, 1959, and Sept. 30, 1959—Continued 


RADIO PROGRAM AND PACKAGING CENTER EMPLOYEES 


June 30, 1957 June 30, 1958 June 30, 1959 Sept. 30, 1959 
Post 

Amer-| Local| Total; Amer-| Local; Total}; Amer-| Local} Total) Amer-| Local) Total 

ican ican ican ican 
Athens courier_------- 3 5 8 3 5 8 4 7 ll 3 A 10 
Belgrade monitor _-__- | Pee 1 1 1 2 1 2 3 1 2 3 
Cairo program center 5 27 32 4 21 25 5 21 26 5 21 26 
Colombo relay __------ 2 3 5 2 3 5 2 3 5 2 3 5 
Helsinki monitor. -- -- SD eee 1 1 1 2 1 2 3 1 2 3 
London relay 1 1 1 9 10 1 
Manila relay ___------- 7 61 68 5 45 50 4 49 53 3 50 53 
Munich relay | fil} 22 20 | 202] 222 17 | 1389] 156 18 | 137 155 

Munich program cen- 
Okinawa ieee 18 7 96 16 74 90 15 79 4 15 79 94 
Philippines relay _ -__- 15 95 110 13 90 103 12 92 104 12 92 104 
Salonika relay ____---- 15 58 73 ll 58 69 12 60 72 10 58 68 
Tangier relay 19} 104) 123 17} 125 13 | 121 13 |} 108 121 
Teheran monitor_____- 3 (ae 1 1 1 2 1 2 3 1 1 2 
Vienna monitor ___---- 18 alee 1 1 1 2 1 2 3 1 2 3 
Total, radio_____ 150 | 658) 808 137 610 747 102 575 | 677 99 562 661 
PRESS AND PRINTING ACTIVITIES EMPLOYEES 
June 30, 1957 June 30, 1958 June 30, 1959 Sept. 30, 1959 
Post 

Amer-| Local] Total} Amer-| Local} Tota!) Amer-| Local) Total] Amer-| Local] Total 

ican ican ican ican 
Beirut NEBSC ______- 9 85 94 8 86 94 9 87 96 7 80 87 
Manila_-__- asad 18 251 269 18 231 249 18 231 249 18 230 248 
ES ee (eee 3 1 3 1 3 4 1 3 4 
Total, press__.-- 27 | 348] 375 29 | 329] 358 31 | 321] 352 29] 320 349 


Mr. Atrorp. These policies for radio information overseas, then, 
relative to that, may I ask, do you set the policy or is this set by the 
State Department? 

Mr. Hoornacie. The foreign policy is set by the President and 
the State Department. 

Mr. Atrorp. Of course. But I am referring specifically to the 
method in which propaganda is disseminated in foreign countries. Is 
this within the province of your personnel? Do you and your staff 
set the policies, or does this come from the State Department ? 

Mr. Hoornacie. Let me give a rather full explanation of that, if 
I may, Dr. Alford. 

In the first place, as I have mentioned, complete responsibility for 
foreign policy rests with the President and the State Department. 
It is our job to explain this policy overseas. We get our complete 
guidance on foreign policy from State Department officials. 

Mr. Davis. And through what officials do you get it? 

Mr. Hoornacie. We get it from several sources: from the office of 
the Assistant Secretary for Public Affairs and from the regional 
bureaus of the Department of State. Those are the primary sources. 

Mr. Davis. Could you name those offices so we could have the names? 

Mr. Hoornacte. Yes. 
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Mr. Wasurvurn. Could I add there, Mr. Chairman, that our chief, 
Ambassador George Allen, Director of the Agency, is practically in 
daily touch with Secretary Herter, Mr. Dillon, and Mr. Murphy, and 
now Livingston Merchant, and we have offices that correspond to the 
regional area offices of the Department of State, with an assistant 
director for each area working under Ambassador Allen. Each of 
those area directors is in daily touch with his opposite number in the 
Department of State. 

Mr. Davis. Name them as you go along, will you? 

Mr. Wasupurn. For example, in Latin America, our officer is John 
McKnight, and his counterpart in the Department of State is Assist- 
ant Secretary Rubottom. Our officer for the sub-Sahara in Africa 
is Ned Roberts, and his counterpart in the State Department is Am- 
bassador Satterthwaite, Assistant Secretary of State for African 
operations. 

Mr. Davis. Just to illustrate, what does Mr. Satterthwaite do with 
reference to his counterpart in your Agency ? 

Mr. Wasupurn. They would meet to discuss, let us say, what in- 
formation programs would be undertaken in connection with the cere- 
monies when Ghana became independent, or what to do in any given 
situation in the Union of South Africa, or whatever is the critical 
area at the moment. 

They would also plan the overall approach to the country, the long- 
range approach, what would be the information stance of the United 
States toward Liberia, for instance. 

Mr. Davis. Do they have anything to do with suggesting how much 
aid is given to them ? 

Mr. Wasueurn. No, sir; that would not fall under our responsi- 
bility. But how to project, as you put it, the United States and its 
culture and policies to the people of these countries would be our 
responsibility. 

Mr. Aurorp. Since you mention that, how to project the culture 
and the general picture of the United States to these countries, it is 
my understanding the committee has information that personnel of 
your department were used in the collection of textbooks from Mont- 
gomery County, Md., for sending to Latin American countries. Is 
that true? 

Mr. Wasneurn. There is a division of our Agency called the Office 
of Private Cooperation, which deals with private groups, individuals, 
and organizations in this country who want to help in this overall 
job of reaching people abroad. 

Mr. Atrorp. Private organizations, did you say ? 

Mr. Wasueurn. Yes. 

Mr. Atrorp. What organizations, for example? 

Mr. Wasupurn. Most recently, in the past couple of years, the 
President has stimulated the people-to-people program with some 
43 different committees, going right across American life; doctors, 
veterans’ groups, women’s groups, youth groups, agricultural 
groups—— 

Mr. Atrorp. May we have the lists of those organizations? 

Mr. Wasupurn. Surely. We would be delighted to furnish it. 

(The information referred to was submitted and is retained in the 
committee files.) 
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Mr. Wasusurn. The idea here is that we have moved into a period 
when diplomats cannot be the whole contact between countries. You 
have many, many contacts, direct contacts, people-to-people contacts. 
This is good. This is a very valuable way of getting understanding 
about this country to people of other countries. 

Mr. Jouansen. Of course, is it not good only if it is a truly repre- 
sentative type of contact? I do not regard the art selections that 
were sent to Moscow as an example of good representation. 

Mr. Davis. Who made the selections, Mr. Washburn ? 

Mr. Wasuesurn. Our boss, Ambassador Allen, asked the Fine Arts 
Committee, a group of outside experts advisory to the Department 
of State, and er group of outside consultants to our Agency, 
called the Cultural Information Committee, to meet and select a jury 
of experts in this field of American art. 

Mr. Davis. What was the second one? 

Mr. Wasnueurn. The Cultural Information Committee. 

Mr. Davis. That is not in your Agency ? 

Mr. Wasneurn. That is a consulting body of outside people: 
Librarians and publishers, nongovernmental people of considerable 
stature in this field of culture. 

Mr. Davis. Who finances this operation ? 

Mr. Wasueurn. They are part of the Advisory Commission on 
Information which was set up by Congress to advise and consult with 
the Director of USIA and with the President and to report to Con- 
gress semiannually. It is a five-man Advisory Commission. 

Mr. Jonansen. Could you supply the names of those Commission 
members ? 

Mr. Wasupurn. Yes, sir. 

Mr. Davis. Does the Federal Government finance it ? 

Mr. Wasupurn. They have a small secretariat in our building, and 
the Government pays, I believe, their travel to Washington when 
they meet. They meet about every 2 months. 

Mr. Davis. Do they pay them a per diem also? 

Mr. Wasupurn. No, just travel. 

I think I can name them for you, Mr. Johansen. They are Philip 
Reed, a former board chairman of General Electric; Dr. Mark May 
of Yale, who is the chairman of the group; Erwin Canham, publisher 
of the Christian Science Monitor, is a member: former Ambassador 
Lewis Douglas: and Sigurd Larmon of New York, president of Young 
& Rubicam. They area very great help to us. 

Mr. Davis. Who named them ? 

Mr. Wasupurn. They are designated by the President, Mr. Chair- 
man, 

Mr. Davis. Did yeu say they were responsible for the selection of 
the paintings that were sent over to Moscow ? 

Mr. Wasueurn. A subgroup of that Commission, the Cultural In- 
formation Committee, which consists of university people, librarians, 
and publishers, plus 


Mr. Davis. A subgroup of the five that you named ? 

Mr. Wasupurn. Yes, sir. 

Mr. Davis. Who are they ? 

Mr. Wasuecrn. There are about 10 names here. Would you like 
me to read them ? 
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Mr. Davis. Yes. I want to find out, if I can, who selected those 
paintings. 

Mr. Wasuevrn. I am sorry this is so complicated. There was this 
Cultural Advisory Committee in existence, and Mr. Allen turned to 
them. He also turned to a similar Advisory Committee which the 
Department of State has, 1a Committee on the Fine Arts, and he asked 
those two committees 

Mr. Davis. Who is that? Let us know who they are, too. 

Mr. Wasnpurn. We can supply that for you, sir. I do not have 
the names here at the moment. 

Mr. Davis. Very well. 

(The information referred to follows :) 

The following members of the Advisory Committee on the Fine Arts, Depart- 
ment of State and Advisory Committee on Cultural Information, as indicated, 


designated members of the Committee (also indicated below) that selected art 
for the American national exhibition in Moscow : 


ADVISORY COMMITTEE ON THE ARTS 


Rufus H. Fitzgerald, Chairman, chancellor emfritus, University of Pittsburgh; 
Sumner McKnight Crosby, art historian, Yale University; Lamar Dodd, artist, 
art educator University of Georgia; Helen Crocker Russell, civil leader and art 
patron, San Francisco, Calif. 


ADVISORY COMMITTEE ON CULTURAL INFORMATION 


Dr. Mark A. May, Chairman, director, Institute of Human Relations, Yale 
University; Mr. Lawrence A. Fleischman, executive vice president, Arthur 
Fleischman Carpet Co., Detroit, Mich.; Mr. Porter A. McCray, director of cir- 
culating exhibitions, Museum of Modern Art, New York, N.Y. 


ART SELECTION COMMITTEE 


Franklin C. Watkins, Chairman, artist, instructor, Pennsylvania Academy of 
Fine Arts, Philadelphia, Pa.; Lloyd Goodrich, director, Whitney Museum of 
American Art, New York, N.Y.; Henry R. Hope, head, Fine Arts Department, 
University of Indiana, Bloomington, Ind.; Theodore Roszak, 1 St. Luke’s Place, 
New York, N.Y. 

Mr. Wasusurn. Those two groups met and selected a jury of four 
men. The jury of four men then picked the art. 

Mr. Davis. Did they meet in the dark ? 

Mr. Wasrpurn. I would not know, sir. We felt that we could not 
set ourselves up as experts in this field. Mr. Allen certainly would 
be the last to call himself an expert on ice ign American art. 

Mr. Jonansen. Well, are you not supposed to be experts in the type 
of work that you are doing, which is selection of art or whatever other 
medium it is that reflects the people of the United States and the in- 
stitutions of the United States? Certainly, with the background of 
at least 50 percent of those artists, once they were disclosed, it was in- 
comprehensible to me that there was not a change, particularly with 
the Levine painting of the drunken general. To put that in Moscow 
as representing and helping understanding of the United States, with 
the background that man has and with his open commitment to propa- 
gandizing for Communist causes, was utterly incredible to me. It was 
a disgrace. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. Gross. Is that supposed to be culture ? 
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Mr. Wasueurn. I am anything but an expert in this field, Mr. Con- 
gressman. We picked the best jury we could. The decision, which 
was made by Ambassador Allen and Secretary Herter, went up as far 
as the President of the United States, was to stand by the selection 
of the jury. 

Perhaps we did not send the right thing. You never can get general 
agreement on these matters of art, and every time we get into an art 
exhibit abroad, there is controversy about it. 

Mr. Gross. Let us take this advisory committee business. I do not 
think we are going to get too far with this. 

You have an advisory committee ; is that correct ? 

Mr. Wasupurn. Yes. 

Mr. Gross. Now, we find you have a subadvisory committee of some 
kind. Is that correct ? 

Mr. Wasuevrn. That is correct. 

Mr. Gross. Please state for the record how many advisory commit- 
tees you have over there. 

Mr. Wasupsurn. We have an advisory committee for our broadcast- 
ing and television activities, another subgroup of this five-man com- 
mission mentioned 

Mr. Gross. In other words, you have this main advisory commit- 
tee, is that correct? 

Mr. Wasupurn. Yes. 

Mr. Gross. Then you have the broadcasting subcommittee, is that 
correct ? 

Mr. Wasupurn. Yes. 

Mr. Gross. Then you have what other subcommittee ? 

Mr. Wasusurn. We have the Cultural Information Committee, 
which I mentioned previously. We also have a panel of public rela- 
tions people, outstanding public relations executives connected with 
various companies and other organizations. 

Mr. Gross. Is that called an advisory committee of the parent sub- 
committee ? 

Mr. Wasueurn. It works in conjunction with the parent commit- 
tee; yes, sir. 

Mr. Gross. So, then, you have three advisory subcommittees of the 
so-called parent subcommittee consisting of five members. 

Mr. Wasueurn. That is right. 

Mr. Gross. Since there are nonpaid advisory committee members, 
who handles the work for them? There has to be somebody that does 
the work for these five. 

Mr. Wasueurn. They have a small secretariat 

Mr. Gross. That is what I thought. 

Mr. Wasupurn (continuing). With six people; one director of 
that small staff, a lady who helps him 

Mr. Gross. Who is “him”? 

Mr. Wasnueburn. Mr. Olom, Louis Olom. 

Mr. Gross. What is his background ? 

Mr. Wasuevurn. I don’t know whether we have his record here, 
sir; but we would be happy to supply it to the committee. 

Mr. Gross. How long has he been in this work? 

Mr. Davis. Please supply it, if you will, for the record. 

Mr. Wasuepurn. Surely. 

(The information referred to follows :) 
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EMPLOYMENT Recorp or Louis T. OLOM 


Title: Staff Director, U.S. Advisory Commission on Information (GS-16). 

Area supervised: Responsible for action, on behalf of the Commission, in the 
implementation of the full range of the duties and functions of the Commission. 

Duties: Serves as Director of the Washington staff and as representative in 
Washington of the U.S. Advisory Commission on Information. 

Background: University of Chicago, A.B. 1937: Ph. D. candidate, 1940, Univer- 
sity of Chicago; director of research project, Methodist Episcopal Church, Chi- 
cago (evaluated effectiveness of church public relations program) September 
1938—June 1939; special assistant to Chief, Experimental Division for Wartime 
Communications Research, Library of Congress, 1940-41; foreign broadcast an- 
alyst, Foreign Broadcast Intelligence Service, Special Assistant Chief, Coordina- 
tor of Inter-American Affairs, and Office of Civilian Defense, 1941-43; Chief, 
Field Intelligence Division, Chief, English Radio Control Editor, OWI, 1943-45; 
special assistant to director of public relations, American Home Products Corp., 
New York, 1945-46; chairman, Department of Social and Political Science, Jack- 
sonville (Fla.) Junior College, 1946-50; propaganda analyst, intelligence re- 
search specialist, GS—13, 1951-52; Department of State, intelligence research offi- 
cer, acting coordinator of psychological intelligence, GS-14, Department of State- 
USIA, 1952-54; coordinator of psychological intelligence, GS-14, Department of 
State-USIA, 1952-54; coordinator of psychological intelligence and Chief, Pro- 
duction Division, Office of Research and Intelligence, GS-15, 1954—June 20, 
1956, USIA; information specialist (Staff Director), U.S. Advisory Commission 
on Information, GS-16, June 21, 1956, to present. 

Academic experience: September 1938—July 1940, research assistant, Chicago 
University, Department of Political Science. As graduate student, performed 
research on political theory, national and international political psychology, 
propaganda and public opinion; September 1946—June 1950, chairman, Depart- 
ment of Social and Political Science, Jacksonville Junior College, Florida (now 
University of Jacksonville). Was responsible for the organization and teaching 
of all work in social and political science. Served as chairman of the curriculum 
committee. 

Salary : $14,670. 


Mr. Gross. How long has he been in this work ? 

Mr. Wasupurn. I believe he has been in this work for about 10 

ears. 

Mr. Gross. You mean with the USLA ? 

Mr. Wasusurn. I would have to check that—with the USIA and 
predecessor organizations. 

Mr. Gross. Is he an art expert or cultural expert, or what kind of 
an expert is he ? 

Mr. Wasnpurn. He was a part of the university staff at one 

int 

Mr. Gross. What university / 

Mr. Wasupsurn. Louis T. Olom, born in 1917. He was 4 years a 
college professor, 5 years of intelligence and research work, 314 years 
as staff director of this U.S. Advisory Commission on Information. 

Mr. Gross. What is he paid 4 

Mr. Davis. Before you get off of that, Mr. Washburn, I would like 
to know, when you are furnishing his background, at what college he 
was 4 years a professor, and the details of the other information that 
you are giving there. 

Mr. Wasueurn. We will furnish that, Mr. Chairman. 

Mr. Gross. Just one other thing, Mr. Chairman. I do not want to 

rolong this at this point. Are you saying that neither the State 
partment nor the ICA has public relations people, propaganda 
people, in foreign countries ? 
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Mr. Wasueurn. Mr. Gross, the people in embassies abroad, han- 
dling public relations and information work for the United States, 
are U.S. Information Agency employees. 

Mr. Gross. And the TCA does not maintain any similiar people 
overseas 

Mr. Wasupurn. Not doing this work; no, sir. 

Mr. Scorr. Mr. Chairman ? 

Mr. Davis. Mr. Scott. 

Mr. Scorr. How many different methods do you employ in the 
dissemination of information? What are the principal methods you 
employ ? 

Mr. Wasupsurn. A multitude of methods, Mr. Scott: Press, pub- 
lications, motion pictures. We have libraries abroad, about 160 of 
them, U.S. Information libraries overseas. We handle the exchange- 
of-persons program, which sends students, professors, and experts 
over from these countries. This goes right across the board; most 
all the ways of reaching people. 

Mr. Scorr. I take it you use radio. 

Mr. Wasrpurn. The Voice of America is one of the operations of 
the agency; yes, sir. 

Mr. Scorr. Do you have any compilation of those broadcasts? 

Mr. Wasupurn. Do you mean the number of languages and so on ? 

Mr. Scorr. No, what the broadcasts are—that is, the subject matter. 

Mr. Wasupurn. Yes. 

Mr. Scorr. The information that you have given out. 

Mr. Wasnrvrn. We are broadeasting from over here at Third and 
Independence Avenue in the HEW building 24 hours a day, 7 days 
a week, in some 37 languages. The programs are primarily straight 
newscasts, plus commentaries, with some cultural features and music. 

Mr. Scorr. Would that be available if 1 Member of Congress wanted 
it? 

Mr. Wasupcurn. We would be honored to provide scripts to you, 
and we would be honored more if you would come and visit us over 
at the studios. 

In addition to these 37 foreign languages, we do worldwide English 
broadcasts each day. Perhaps, we could start with those scripts, un- 
less you would like us to do some translations of certain country 
broadcasts. 

Mr. Davis. I believe we sidetracked your inquiry, Dr. Alford. 

Mr. Atrorp. May I say to the distinguished chairman, I have not 
forgotten it. May I get back to that at this moment ? 

Mr. Davis. Yes. 

Mr. Atrorp. Mr. Washburn, I do not believe we ever answered the 
question: Was your Agency involved in the gathering of textbooks 
from Montgomery County, Md.? Yes or no, please, sir? 

Mr. Wasupurn. The answer is yes. I was coming back to that. It 
was part of the People-to-People effort. One of the People-to-People 
programs which has been going on throughout the country is the col- 
lection of books. You may have heard some of the announcements 
on the national radio broadcasts, asking people to send in books. Some 
of the big insurance companies have collected as many as 30,000 books 
in drives, to be sent abroad. 

Mr. Davis. Would the gentleman yield at that point ? 
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Mr. Aurorp. Yes. 

Mr. Davis. Mr. Washburn, I had an inquiry several weeks ago from 
a constituent in my district who wanted to find out what could be done 
about assisting some students in a South American country to obtain 
textbooks on pharmacy and chemistry. Could you give us any in- 
formation about what the procedure would be in that respect? He 
made the inquiry because he said their textbooks were very high-priced 
in the South American country and difficult to obtain. He said he had 
in mind a very worthy student who wanted to get some textbooks on 
pharmacy and chemistry, and he wanted to help him get them. 

Mr. WasHBurn. Yes, sir, that is a good example of why we try to 
stimulate this help. 

Mr. Davis. How would he go through this? Just whom should he 
see and get in contact with to achieve that result ? 

Mr. Wasupurn. We would be glad to have his name and help him 
and see if any books of that nature had come into the agency through 
this program. Also, if his friend in South American is close to one 
of the U.S. libraries, it is possible that the kind of reference work he 
needs is there already. At any rate, the request could go from the 
person in Latin America to the library, the library would then contact 
Washington, and we would check the various sources to secure the 
book for him. 

Mr. Davis. I just wanted to get that information in, Dr. Alford. 

Mr. Atrorp. Mr. Chairman, may I continue? 

Mr. Davis. Yes. 

Mr. Anrorp. Mr. Washburn, who made the selections of the text- 
books that were to be sent overseas ? 

Mr. Wasnevrn. I do not have the details on that with me, Dr. Al- 
ford. The books came in from that source, along with books from 
hundreds of other sources. Then, they go through screening processes 
that are also set up on a voluntary basis. 

Mr. Atrorp. Does your agency screen them ? 

Mr. Wasueurn. I do not believe we did. 

Does anyone else here know the details on that? 

This is Mr. Roderick, our Deputy Counsel. 

Mr. Ropertck. Mr. Alford, I could say that the Director of the 
Agency instructed and directed that those particular books that your 
referred to, be screened. A number of them were culled because of 
their lack of usefulness, being dog-eared, and so on. Actually, as T 
recall, these books numbered some 80,000 books as initially granted. 
But of that, I think the final selection for shipment overseas amounted 
to something like 11,000. So there was a considerable reduction. 

Mr. Atrorp. Did you or do you have any knowledge that the former 
superintendent of schools of Montgomery County felt that some of 
these books were anti-American ? 

Mr. Ropertck. No, sir. 

Mr. Atrorp. Was any money from this Agency used to review these 
books before sending them overseas, Mr. Roderick ? 

Mr. Ropertck. This I would not know; I am sorry. But we could 
certainly find out, sir. 

Mr. Atrorp. Do you cooperate in this program ? 

Mr. RopertcK. No, sir. I cooperated to this extent, that as a mem- 
ber of our General Counsel’s Office, I received a request, I believe it 


§ 
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was from a Mrs. Davis, asking for a list or inventory of these books. 
I supplied that to her and talked to her on the telephone. This is 
how I am acquainted with it, sir. 

Mr. Atrorp. Where were these books sent, Mr. Roderick ? 

Mr. Rovertcx. This I would not know offhand, sir, but we certainly 
could supply it. 

Mr. Atrorp. Does anyone present know where these textbooks from 
Montgomery County were sent ? 

Mr. Wasueurn. They might have gone to many different parts of 
the world. We could do our best to get a rundown on that, Doctor. 

Mr. Axrorp. Pertinent to what our distinguished colleague from 
Michigan, and our distinguished chariman, have mentioned here rela- 
tive to the paintings—for example, the drunken general has been men- 
tioned—and we have information that these textbooks contained anti- 
American information, protested by former superintendent of schools 
of Montgomery County. Is that true? 

Mr. Ropertck. As I stated, sir, I had never heard that statement at 
all. 

Mr. Atrorp. I am just asking. I do not know. I am not making 
it as a categorical statement. 

Then, pertinent to that fact, in our information sent overseas 
through this Agency, do your ~alguabagg indulge in playing up some of 
the bad side of America? Do we portray the evils of America, 
through such as the drunken general painting and anti-American 
propaganda ? 

Mr. Wasueurn. Let us say very categorically that is not our objec- 
tive. We certainly would not knowingly send abroad any books that 
were anti-American books. 

Mr. Davis. But if you permit people whose minds run in that direc- 
tion to make the al ure and to provide the material that goes 
across, you are achieving the same result just as much as if that were 
your objective, are you not / 

Mr. Wasusurn. The Government, through these advisers that I 
mentioned to you, tried to get the best art jury we possibly could get. 
The four-man jury consisted of Franklin Watkins of Philadelp ia, 
who is a very distinguished painter and a member of the Philadelphia 
Academy of. Arts, a very wonderful elder gentleman and a scholar of 
graphic arts in this country. The second member of the four-man 
jury was Mr. Lloyd Goodrich, who is the director of the Whitney 

fuseum of American Art in New York City. The third member was. 
Mr. Henry Hope, the head of the fine arts department at Indiana Uni- 
versity. ‘The fourth was the distinguished American sculptor, Theo- 
dor Rozack. 

Mr. Davis. And who selected the four? 

Mr. Wasueurn. These men were selected by these advisers that I 
mentioned, the members of this Cultural Information Committee. 

Mr. Davis. The five members you named who do not receive any 
compensation ? 

r. Wasupurn. No, they did this completely without compensa- 
tion, because Ambassador Allen requested—— 

Mr. Davis. But I mean, are they the people who selected the four? 
Who selected the four who selected the pictures ? 
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Mr. Wasusurn. The members of the Advisory Committee on Cul- 
tural Information of the U.S. Information Agency, with the help of 
the fine arts committee which is an advisory committee to the Depart- 
ment of State. 

Mr. Davis. They did it themselves? They did not delegate it down 
to some other group? 

Mr. Wasusurn. No, sir. They met in special session and selected 
this jury, after being asked to doso by Ambassador Allen. 

F wr Davis. And the four people you have named constitute the 
ury 
Mr. Wasupurn. They were the jury. 

Mr. Davis. Who is on the Fine Arts Commission? You have named 
for us the cultural group, I believe. They were five people. 

Mr. Wasugvurn. No, the five people I named—I am sorry, this is so 
complicated—were the members of the parent group, the overall com- 
mittee, the U.S. Advisory Commission on Information. 

Mr. Davis. And what other group collaborated with them in se- 
lecting the jury? 

Mr. Wasnsurn. Their subcommittee, the Advisory Committee on 
Cultural Information, met with a similar group that advises Secre- 
tary Herter in the Department of State. 

Mr. Davis. How many constituted both groups? 

Mr. Wasuecrn. The total number on both groups was perhaps 20 
to 25 people. They were not all able to meet the day they met to select 


the jury. 
Mr. Avis. I want to get the names of the 20 or more for the record, 


if you will. 
r. WasHpurn. I will be pappy to supply those, sir. 
(The information referred to follows :) 


ADVISORY COMMITTER ON THE ARTS, DEPARTMENT OF STATE 


Rufus H. Fitzgerald, Chairman, chancellor emeritus, University of Pittsburgh. 
Gilmore D. Clarke, Vice Chairman, landscape architect, New York, N.Y. 
Charles Nagel, director, Art Museum, St. Louis, Mo. 

Thomas Johnson, professor of music, Northwestern University, Evanston, IIL. 
Robert Montgomery, actor, television executive, Radio City, New York, N.Y. 
George L. Murphy, actor, motion picture executive, Beverly Hills, Calif. 

Sumner McKnight Crosby, art historian, Yale University. 

Lamar Dodd, artist, art educator, University of Georgia. 

Helen Crocker Russell, civic leader and art patron, San Francisco, Calif. 


ADVISORY COMMITTEE ON CULTURAL INFORMATION 


Dr. Mark A. May, Chairman, director, institute of human relations, Yale 
University. 

Herbert W. Bayer, chairman, department of design, Container Corp. of 
America. 

George P. Brett, Jr., chairman of the board, the Macmillan Co. 

Robert L. Crowell, president, Thomas Y. Crowell Co. 

Robert B. Downs, director of libraries, University of Tlinois. 

Charles W. Ferguson, senior editor, Reader's Digest. 
£ Lawrence A. Fleischman, executive vice president, Arthur Fleischman Carpet 

0. 

Herold C. Hunt, Eliot professor, graduate school of education, Harvard 
University. 

Freeman Lewis, executive vice president, Pocket Books, Inc. 

Flora B. Ludington, librarian, Mount Holyoke College. 

Albert H. Marckwardt, professor, department of English language and litera- 
ture, University of Michigan. 
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Porter A. McCray, director of circulating exhibitions, Museum of Modern Art, 

Charles E. Odegaard, president, University of Washington. 

William H. Schuman, president; Juilliard School of Music. 

Mr. Wasusurn. They came to Mr. Allen with this proposed jury, 
and Mr. Allen asked these four individuals to serve. It was on a 
crash basis, because we had so little time to prepare the entire exhibi- 
tion for Moscow. The four-man jury selected the art that went. to 
Moscow. 

Might I say, Mr. Davis, that I do not care how good a jury you 
select, whatever contemporary art went to Moscow would be con- 
troversial, because American art is controversial. 

Mr. Atrorp. Mr. Chairman? 

Mr. Davis. Let me ask one more thing now. 

Were not some of these paintings rejected and taken out of the 

oup after some of this controversy arose? 

Mr. Wasupurn. No, they were not. The President was asked 
whether he would not recommend that some of the paintings be re- 
moved, and he replied he did not feel the Government should set itself 
up as a censor. 

Mr. Davis. In other words, we are so broadminded it does not matter 
what goes, we are too broadminded to do anything about it ? 

Mr. Wasusurn. I think it was more on the basis that none of us 
felt we were smart enough to second-guess the jury. 

Mr. JonHansen. But are you not supposed to be smart enough to 
second-guess the propaganda effects of what is selected for exhibition 
abroad? ITs that not the whole justification and the only justification 
for the existence of your Agency ¢ 

Mr. Wasusurn. We would hope that the total effect of the exhibi- 
tion would be positive, and I think it was. 

Mr. Davis. I think the total effect of it was to show us up, to any- 
body who believed that this was an exhibition of American culture, 
as a bunch of completely incompetent, “muddleheaded nincompoops.” 

I would like to know this: What was your opinion of the paintings 
that were put in the group and sent over? 

Mr. Wasupurn. Again, you are asking a completely unknowledge- 
able person about a subject he admittedly knows nothing about. 
Some of those paintings did not appeal to me. I would not hang 
them in my house, or I would not have them fora gift. Some of them 
T liked very much. 

Mr. Jomansen. Specifically, the one showing the drunken general. 
Do you believe that that contributed to an understanding of the 
United States on the part of the Soviet people? I do not care whether 
it is good art, bad art, or anything of the kind. That has nothing to 
do with it. The sole purpose and the openly stated purpose was to 
contribute to the understanding of the United States in Soviet Russia. 
Do you feel that that caricature of a general by an artist who openly 
boasted that his purpose was to create hatred for the military class 
o the United States contributed to the understanding of the United 
States? 

Mr. WasnBurn. One of the effects which emerged when this be- 
came a controversial point was that this is something that simp] 
could not happen in the Soviet Union. They could not show a satiri- 
cal work in the Soviet Union. They are forced into a rigid pattern. 
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Therefore, the very presentation in Moscow of a work of art that is 
critical of an aspect of our society was held to be effective. 

Mr. JoHANSEN. On that basis, you certainly should have displayed 
the Daily Worker. 

Was there a meeting of this advisory group held at which they 
discussed the selection of the jury and the type of paintings that were 
desired / 

Mr. Wasupurn. Yes; there was a meeting in which they choose the 

ury. 
Mr. JOHANSEN. Would there be any available minutes of that meet- 
ing that could be placed in the record ¢ 

Mr. Wasuepurn. That I donot know. We would have to chetk that. 

Mr. JonansEN. Would you check that, please, and report it to the 
chairman 

Mr. Wasupurn. Yes. 

(The information follows :) 


Although these minutes are not available for release, it is believed that the 
information requested above is contained in the attached exchange of corre- 
spondence. 

U.S. INFORMATION AGENCY, 
January 15, 1959. 
Dr. Mark A. May, 
Director, Institute of Human Relations, 
Yale University, New Hawen, Conn. 

Dear Marx: It is planned to present a number of cultural exhibits at the 
American national exhibition in Moscow next summer. One of the most impor- 
tant of the cultural exhibits will be a show of American paintings and sculpture. 

Avproaches have heen made to several private individuals to assist in financing 
the erection of a special pavilion to house these shows on the exhibition grounds. 
We feel that, for their proper appreciation, the works of art should be seen in 
a quieter atmosphere than is possible in the two larger pavilions. 

It is hoped that the painting exhibit would consist of about 75 of the most 
distinguished American paintings of the past 75 years. Because of the rather 
special situation which exists in the field of painting in the U.S.S.R. we have 
been advised that about 80 percent of the paintings should be representational in 
character, about 10 percent transitional, and the remainder more or less con- 
temporary abstract. 

It is also desired that the paintings would, insofar as possible, be chosen from 
those paintings most familiar and admired by the American people to act as a 
reflection of their true appreciation and taste. 

In regard to sculpture we are thinking of exhibiting about 30 pieces chosen 
along the lines outlined above. 

I should like to look to the Arts Subcommittee of the Advisory Committee to 
USIA on cultural information consisting of Mr. Herbert Bayer, Chairman, Mr. 
Porter McCray, and Mr. Lawrence Fleishman, and also the Subcommittee of the 
Secretary of State’s Advisory Committee on the Arts concerned with the national 
exhibition in Moscow consisting of Mr. Lamar Dodd, Mr. Robert Montgomery, 
Mr. George Murphy, and Mr. Sumner Crosby for advice and assistance in designat- 
ing a jury to choose the works of painting and sculpture to be displayed in 
Moscow. One solution might be to have the two subcommittees meet in joint 
session to designate a jury of perhaps eight people. It is suggested that such 
a jury might be composed of one person from each committee, several distin- 
guished American artists, a museum director, and a distinguished private 
collector. 

If at all possible, T will try to see that the appointment of the jury is an- 
nounced from the White House, as this would be of assistance in the borrowing 
of the works of art eventually chosen. 

We plan to ask the American Federation of Arts to assemble the works, 
supervise packing, shipping, installation, and operation of the exhibition. 

Could you confer with the chairman of your subcommittee and give me your 
views on this procedure? I would also appreciate your telling me when the 
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committee could meet for the purpose of designating the jury. Since the tenta- 
tive opening date is July 4, 1959, I am sure you will understand our desire to 
accomplish this as soon as possible. 
With best personal regards. 
Sincerely, 
GeEorGE V. ALLEN, 
Director. 


U.S. ApvIsoRY COMMISSION ON INFORMATION, 
OFFICE OF THE CHAIRMAN, 

Washington, D.O., February 4, 1959. 
Mr. GrorGeE V. ALLEN, 
Director, U.S. Information Agency, 
Washington, D.C. 
Dear Mr. ALLEN: AS you requested the Arts Subcommittee of the Advisory 
Committee on Cultural Information and the Subcommittee of the Advisory 
Committee on the Arts met in joint session today to nominate the jury to select 
the most distinguished American paintings and sculpture for the cultural 
exhibit at the American National Exhibition in Moscow next summer. 
The joint committee gave serious consideration to the suggestions made in 
your letter. The following resolutions were unanimously adopted : 
1. That the jury consist of three members rather than eight as suggested 
in your letter. The following nominations are offered. 


JURY 


Franklin Watkins (chairman); Ben Shahn, ist alternate; Phillip Guston, 
2d alternate. 
Lloyd Goodrich; Alfred Barr, 1st alternate; Bartlett Hayes, 2d alternate. 
Aline Saarinen; Henry Hope, Ist alternate; Roy Neuberger, 2d alternate. 
2. That inasmuch as a jury has been carefully selected by the joint committee, 
and recognizing the fact that the jury will be briefed on the Agency objectives 
prior to making their selections of paintings and sculpture, it was resolved that 
the Agency accept this selection as final. 
3. That the exhibition of fine arts include an introduction of three or four 
paintings of the period of Eakins, Homer, and Ryder and include the best ex- 
amples of paintings and sculpture up to the present. 
4. That a minimum of 50 paintings and more if space is pustisiiiin, and 30 
pieces of sculpture be selected. 
5. The point committee has confidence the jury which it has nominated will 
give due consideration to the selection of an exhibit which will reflect the 
quality of American painting and sculpture. 
In addition to the above the joint committee made several other important 
recommendations concerning the Moscow exhibit which will be transmitted to 
you within the next few days. 
Sincerely yours, 

Mark A. May, Chairman. 


U.S. Apvisory COMMISSION ON INFORMATION, 
OFFICE OF THE CHAIRMAN, 

Washington, D.C., February 17, 1959. 
Mr. GrorGe V. ALLEN, 
Director, U.S. Information Agency, 
Washington, D.C. 
DeAR GEORGE: In my letter of February 4 I reported the recommendations 
which were unanimously adopted during the joint session of the Arts Subcom- 
mittee of the Advisory Committee on Cultural Information and the Subcommittee 
on the National Exhibit of the Advisory Committee on the Arts. The recom- 
mendations concerning the exhibit of American paintings and sculpture at the 
American National Exhibition in Moscow included: 
1. That the jury consist of three members rather than eight as suggested in 
your letter. The following nominations are offered. 
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JURY 


Franklin Watkins (chairman) ; Ben Shahn, ist alternate; Phillip Guston, 2d 
alternate. 

Lloyd Goodrich; Alfred Barr, 1st alternate; Bartlett Hayes, 2d alternate. 

Aline Saarinen; Henry Hope, 1st alternate; Roy Neuberger, 2d alternate. 

2. That inasmuch as a jury has been carefully selected by the joint committee, 
and recognizing the fact that the jury will be briefed on the Agency objectives 
prior to making their selections of paintings and sculpture, it was resolved that 
the Agency accept this selection as final. 

8. That the exhibition of fine arts include an introduction of three or four 
paintings of the period of Eakins, Homer, and Ryder, and include the best exam- 
ples of paintings and sculpture up to the present. 

4. That a minimum of 50 paintings and more if space is available, and 30 
pieces of sculpture be selected. 

5. The joint committee has confidence the jury which it has nominated will 
give due consideration to the selection of an exhibit which will reflect the quality 
of American painting and sculpture. 

In addition to the above, the joint committee made the following additional 
recommendations for your consideration : 

6. That it is to be understood that Mr. Watkins’ chairmanship would not 
prejudice the selection of his paintings for inclusion in the American exhibit in 
Moscow. 

7. That an outstanding personality (or personalities) well-versed in the field 
of fine arts, preferably an artist, art collector, or art historian be sent with the 
exhibition of paintings and sculpture to lecture about it or give informal gallery 
talks. 

8. That appropriate quotations from the writings of American artists be trans- 
lated into Russian and accompany the paintings as part of the exhibit. It was 
felt that if the Russians could read a quotation from the artist in Russian, the 
painting might become more meaningful to the viewer. 

At the close of the meeting and after the discussion of the above recom- 
mendations were concluded, the committee discussed other aspects of the Na- 
tional Exhibition in Moscow. It was the majority opinion that in addition 
to the exhibition of paintings and sculpture other forms of American art also 
be on display in appropriate places in the National Exhibition and should in- 
clude well-designed objects used in everyday life in America. 

The Family of Man Exhibit was discussed and it was the majority opinion 
that consideration should be given to replacing the Family of Man Exhibit 
with some other suitable exhibit on American life, e.g., an exhibit on American 
Theater Art, if this facet of American life is not presented by the perform- 
ing arts. The committee questioned the advisability and the appropriateness 
of showing the Family of Man as part of the American Exhibit in Moscow. 
The committee, however, felt there was no objection to the Family of Man 
being shown in Russia independently of this special exhibition. 

The joint committee members will be interested in learning of the action 
taken by the jury and wish to be kept informed on developments in connection 
with the National Exhibition in Moscow. 

Sincerely yours, 
Mark A. May, Chairman. 

Mr. Davis. Would there be any way in which you could tell us 
also who selected the painting of the drunken general to go in the 
group? 

Mr, Wasupurn. We would have to go back to the jury and ask 
them. We would be happy to do that. 

Mr. Davis. I wish you would. 

Mr. Wasueurn. Surely. 

(The information follows :) 

The following is the substance of advice received by the Agency from the 


chairman of the Art Selection Committee in response to inquiry on the fore- 
going matter: 


The Art Selection Committee (see page 223) initially selected the names of 
artists whose paintings they desired to exhibit at the American National Ex- 
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hibition in Moscow. Thereafter, specific paintings of the artists were selected 
on the basis of artistic merit and availability of the work for exhibition. 

The selection of artists and paintings was made by the committee acting as 
a group and not by its individual members. 

Mr. JowAnsen. It might be interesting, Mr. Chairman, because 
we have gotten into this aside in this discussion, to call attention to 
the fact that Mr. Wheeler Williams, who is the president of the 
American Artists Professional League, Inc., which 1s the largest or- 

anization of professional artists in the country, testified before the 

ouse Un-American Activities Committee as follows: 

When I saw the announcement of the jury, at that time I was alarmed by 
the jury named and wrote the President. 

And he answered a question that I asked him, to the effect that he 
did not get an answer and did not believe the letter ever reached the 
President. 

That was done before the jury selected the art, and when he knew 
who were on the jury. 

Mr. Davis. Did he ever find out what happened to the letter? 

Mr. JoHansen. No, sir. 

Mr. Atrorp. Mr. Chairman? 

I am not trying to belabor the point, Mr. Washburn, but to get 
back to the selection of textbooks. You and I know that this is the 
greatest medium in the world for dissemination of knowledge among 
the young people. That is why I am so vitally interested in this. 

Did your group review these books before they were sent overseas, 
the person::c! of your Agency? 

Mr. Roperick. I believe I previously answered that, if I may say, 
that I did not know, but I would check. 

Mr. Atrorp. Then, another pertinent question relative to that. 

Earlier we brought out this morning in the interrogation that non- 
Government private organizations are cooperating in this program. 
Is that not correct ? 

Mr. Wasueurn. That is right. 

Mr. Atrorp. What private organizations cooperated in this pro- 
gram of gathering textbooks in Montgomery County ? 

Mr. Ropericx. I can answer that. 

To the best of my recollection, the Fraternal Organizations Com- 
mittee of the People-to-People program was one of the cooperating 
groups that acted as the initial recipient of the donation, for the 
purpose of culling and crating this particular selection. 

Mr. Avrorp. Could you name some of those organizations? 

Mr. Roperick. That are members of the Fraternal Organizations 
Committee 

Mr. Aurorp. Yes, that did this particular job in Montgomery 
County. 

Mr. Roprricx. To my recollection, sir, there was only one organ- 
ization of this committee that performed this particular service, As 
T recall it, it was the B’nai B'rith. 

Mr. Atrorp. Relative to these textbooks, to whomever this question 
should be addressed—it is not addressed to you, Mr. Roderick : 

Is this organization disseminating a book entitled “Student Action 
for World Peace Under World Law”? 

Mr. Wasusurn. That we would have to check for you, sir. 
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Mr. Arrorp. The information we have is that this is being circulated 
in our own country by members of the USLA. 

Mr. Wasueurn. In this country? We do not operate in this coun- 
try at all. : 

Mr. Atrorp. That is the reason for the question, sir. 

Mr. Wasuzurn. We would not be circulating any books in this 
country. Whether this book was among those contributed in this 
instance, we would have to check. 

Mr. Atrorp. Maybe I have the title of this book wrong. “World 
Peace Through World Law.” Are you familiar with that? 

Mr. Wasueurn. No, I am not. 

Mr. Axrorp. ‘To whom were these 11,000-odd books sent ? 

Mr. Roperick. Sir, also as I indicated earlier, as I recall, that I did 
not know, but that we would obtain that information for the record, 
if we may. 

Mr. Davis. Generally, to whom were they sent? To schoolchildren 
overseas, libraries overseas, or just what was the objective in sending 
them over? 

Mr. Ropericx. To the best of my knowledge, Mr. Chairman, the 
ultimate user would be schoolchildren, or at least students. We 
normally attempt—in line with what Mr. Washburn has indicated 
earlier—to emphasize the people-to-people aspect: Le., a private or- 
ganization receiving this gift or donation or certain quantities of it, 
through our public affairs oflicer—just acting as the intermediary and 
making a presentation on behalf of the private organization in this 
covntry—of a gift for the use of a private organization in another 
country. 

Mr. Davis. Were these books collected only from the county in 
Maryland, or did they come from a nationwide collection / 

Mr. Roprertex. As Mr. Washburn previously indicated, this is an 
overall or nationwide undertaking. Whether or not this particular 
collection was singly considered, culled, and transshipped, I do not 
know. 

Mr. Davis. You said there were 80,000-odd originally and they were 
screened down to some 11,000, 

Mr. Roperick. This is what I had been advised in answer to a 
query from a woman in the area who telephoned me. 

Mr. Davis. But you do not know whether all of them came from 
this one county in Maryland or from a nationwide selection / 

Mr. Roprertcx. I do not know. But on the basis of the information 
I was supplied, I would have reason to belive this would be true, sir. 

Mr. Davis. That they all came from one county / 

Mr. Roperick. As far as I know, it was this same county: all from 
one county. In other words, this is the only specific book collection of 
which I have any recollection; namely, Montgomery County. 

(Further information supplied by the Agency follows :) 


MONTGOMERY BooxKs 


The books originated in Montgomery County. Initially, there were some 
70,000. After being culled for physical condition, some 35,000 were turned over 
to B'nai B’rith of the Fraternal Organizations Committee of the People-to-People 
program, which with further culling narrowed the number to 16,000 titles. 

After the books were given to the Agency, there was a farther reduction to 
approximately 8,000 titles. These were shipped to New York City at no expense 
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to the Agency, and held in the Agency’s New York warehouse for shipment over- 
seas on a free-space-available basis. 

Since the hearings, the books have been shipped to Israel—at no expense to 
the Agency. 

Agency costs, entailed in screening the books, involved no direct outlay of 
Government funds. On a time basis, the screening cost approximated $800, as 
follows: Clerical personnel, 240 hours average salary $2 per hour, a total of 
$480 ; professional personnel 80, hours, average salary $4 per hour, a total of $320. 

We have examined the list of 8,000 books and find no book entitled “Student 
Action for World Peace Through World Law” or book of similar title. 

Mr. Davis. Mr. Washburn, some years ago, I am sure it was before 
your Agency was set up as an independent agency, Radio America, 
or whatever the radio broadcasting was named at that time, was 
broadcasting some very foolish stuff, I thought, and some of it found 
its way into the Congressional Record. I think Congressman Rich 
from Pennsylvania put in some broadcasts he had gotten hold of that 
were broadcast by that radio agency. I recall one that dealt with a 
fortune teller at Coney Island. She was telling some young girl’s 
fortune, and the girl was having a dream in which she had dreamed 
that some Hollywood male star had come for her in a Cadillac with 
gold-plated door handles and all manner of stuff of that nature. It 
was one of the silliest things I ever heard. 

Are you familiar with that? Do you remember those broadcasts. 
that found their way into the Congressional Record about 8 or 9 
years ago ? 

Mr. Wasueurn. Yes, I recall reading the Record to that effect. 

Mr. Davis. I believe I have substantially stated the subject matter 
of one of them. Do you recall it now ? 

Mr. Wasupurn. Yes. 

Mr. Davis. Has that kind of stuff been eliminated ? 

Mr. Wasueurn. It has. 

Mr. Davis. What was the reason that it ever was put out as rep- 
resenting American culture? It struck me that anybody would have 
to be a fit subject for an insane asylum to consider that that kind 
of poppycock ought to be broadcast from this country to foreign 
countries as representing our culture. 

Mr. Wasupurn. We are now doing essentially objective, factual 
newscasting, plus some interpretive commentary, interpreting the 
events of the day, plus what we believe is authoritative and good 
Americana. This sometimes takes the form of Capitol cloakroom in- 
terviews with Members of Congress, with leading scientists, visits to 
laboratories and university campuses, musical events, and other 
worthy and obviously good aspects of American life. 

Mr. Gross. Mr. Chairman. 

Mr. Davis. Mr. Gross? 

Mr. Gross. Here is an article from the Washington Star of No- 
vember 8. I assume you have seen it, and I bring it up in the light 
of what you have just said. It is headed, “A Day in Voice of Amer- 
ica Broadcasts to Soviets,” with the subheading, “Suburbia in Amer- 
ica.” Let me read you a little bit of this, with the indulgence of the 
chairman and the other members of the committee : 


Voice. It was a foggy spring afternoon several years after the end of World 
War II. Part way out on Long Island, about 30 miles from New York City, 
a frantic young man with a bag of groceries in his arms stumbled along through 
a strange scene. All around him, as far as he could see, stretehed rows and rows: 
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of houses. All were built in exactly the same style with a peaked roof and a 
window at either side of the front door. All were brand new. All rose out 
of a huge, flat plain of mud. Weary and exhausted, the young man knocked 
on the door of one of the houses and gasped out to the man who opened it, 
“Azalea Lane—-No. 43. I can’t find it. My wife and baby are there all alone. 
We just moved in this morning and I went out to get some food. I’ve been 
trying to find my way back all afternoon.” 

A sympathetic neighbor—his neighbor was sympathetic but unhelpful. Like 
everyone else he had just moved into his house. “Was there a street sign up 
yet?” he inquired. “No street signs, no street lights, no sidewalks,” the young 
man moaned. ‘My own house and I’m never going to find it again.” Just then 
the neighbor's son spoke up and said that he had played with a boy who lived on 
Azalea Lane. “I think you follow our road down to the fourth lane. Then 
turn left,” he said. 

Filled with hope, the young man rushed down four streets, turned left, 
counted up three houses on the right and gave an excited cry. Standing in the 
window with her baby in her arms was his wife, anxiously looking out for him. 
He had found his home at last in an entirely new community, neither city nor 
country, where everything was freshly created and there was no history nor 
social tradition. 
and so on and so forth, going on for hundreds of words of similar 
tripe. 

_ Do you call that broadcasting information to the Soviet Union that 
is praiseworthy of life in this country ¢ 

_ Mr. Wasusurn. Housing, Mr. Congressman, is about the most vital 
interest of the people of the Soviet Union today. 

Mr. Gross. Well, this is trying to say that this fellow went out 
to get some groceries and could not find his home. What is the 
story! ‘This is too juvenile even to consider. I do not even want to 
argue it, and I do not think I want to hear any further comment on 
this particular thing. 

Mr. Chairman, I do not suppose I should have even read it into the 
record, because it is so juvenile that to me it is utterly unthinkable. 

Mr. Wasueurn. Mr. Chairman, would I be allowed to say one more 
word on that ? =: 

Mr. Davis. Yes. I myself would like to know what the justifica- 
tion is for that kind of broadcast. 

Mr. Wasueurn. I might preface this by saying perhaps I would 
not have written it that way, or staff members here would not have 
written it just that way. But the subject of housing is a tremendously 
vital and living subject to the people in Moscow and the other cities 
of the Soviet Union today. a 

I was there twice this summer. They have been living five and 
six families in one apartment. They are only now getting into these 
larger apartment houses, 8, 10 stories high, going up all around Mos- 
cow. They still do not have modern housing as we know it in this 
country. ‘The very notion of a single family having a whole house all 
to itself, even if it is a Levittown house and they all look alike, as Mr. 
Gross has read, is a very appealing thing to them. It is so appealing 
that it is almost unbelievable to the Soviet citizen. ; 

This, I think, was the basis for this broadcast, to show them, just as 
President Eisenhower showed Premier Khrushchev, when he took him 
up in his helicopter, the housing development around Washington, 
D.C. 
Mr. Davis. The impression the newspaper article makes on me is 
that if the person had written it to set out to impress the Russian 
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people with the fact that American housing was anything but satis- 
factory, he would have gone about it in that very way. How could 
the Russian people be impressed with the advantages of American 
housing with that kind of a story—which is not true to life at all. 
IT am acquainted with the new subdivisions in many sections of this 
country, and customarily they do not sell houses or rent them to people 
before the streets are paved, before the street signs are put up, or 
when the whole area is “a sea of mud.” 

That thing is a misrepresentation in the first place. Furthermore, 
as I said, if he had set out to run down and belittle American housing, 
I do not see how he could have gone about it in any better way than 
he did. Do you‘ 

Mr. Wastpurn. I would not try to defend that ‘epipaen piece of 
writing. I do not care for it, myself. We have had reports, how- 
ever, from our Embassy in Moscow and from the Ambassador, with 
whom I had several long talks when I was in Moscow, to the effect 
that he feels that our programs coming from the Voice of America to 
the Soviet Union are effective, that they are gaining a greater and 
greater audience. 
~ Mr. Davis. They will not be effective in putting our story across 
with this kind of stuff | indicating newspaper article]. 

Somebody hired that person and somebody keeps him on the pay- 
roll. Instead of helping America, I think he is doing us a great in- 
jury. You all have the responsibility of putting out the right kind 
of material. If that is a sample of it, it has not improved much, in 
my judgment, from the time that I mentioned, when the story got in 
the record back some 8 or 9 years ago. 

Mr. Wasueurn. We are attemping to improve it, Mr. Chairman. 
T think we have been fairly successful. 

Mr. Davis. What does it take to get the fellow that wrote that off 
of that line of writing ? 

Mr. Wasuesurn. I will certainly go back and bring that to the 
personal attention of the Russian desk. 

Mr. Davts. Look, you should have been supervising it enough so 
that that thing never would have happened, instead of having it called 
to your attention over here in a committee hearing and then saying 
you will go back and check into it. If you were doing your job—and 
I do not mean to be critizing you here—that sort of thing would 
never have been permitted to happen in the first place, it seems to me. 

Mr. Dursxr. Mr. Chairman. 

Mr. Davis. Mr. Dulski. 

Mr. Dutskt. I made some broadcasts for the Voice of America. 
Who screens the script before it is given tous? 

Mr. Wasueurn. Was not the script developed with you, Mr. Con- 
gressman ? 

Mr. Dutsxt. No; it was a prepared script. I would not broadcast 
it until I had it reviewed. 

Mr. Wasupurn. We have an American officer overall, assigned to 
each of the geographical regions of the Voice. Each desk has a desk 
chief. The material would be prepared on the desk of the country to 
which you were broadcasting, with the supervision of the regional offi- 
cer, who is an American. I would have assumed in this case both the 
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desk chief and the regional supervisor read that script, worked on 
that script before you were asked to give it. 

Mr. Dutski. Was it screened before it came into my oflice ? 

Mr. Wasuineton. If you were given a script by the Voice of Amer- 
ica, yes, Sir. 

Mr. Dutsxt. I reviewed it once again. 

Mr. Wasusurn. Surely. 

Mr. Dutsxr. It was a very good script. But like our distinguished 
chairman has said, 1 am sure that if this was translated into the 
Polish language—and it was written very well. A scandalous thing 
like that [indicating newspaper article] that was supposed to be 
broadcast in Russian, I do not think would impress anybody. 

I think I am supposed to make a broadcast in another 2 weeks. 
But the script is very well written, the script that I received. I can- 
not see why one script is well written, if they are all scrutinized by 
the same oflicer—it is written probably in the English language be- 
fore it is translated. Is the translation done by another individual, 
so that it deviates from the original script 4 

Mr. Wasupurn. That is not apt to happen, because everything that 
goes out passes through the hands of the desk chief, and a good part 
of it passes through the hands of, as I said, the regional oflicer, who is 
a native-born American citizen. So there is a check there, to be sure 
that the thing is not tampered with in translation. 

We are very grateful to the Members of Congress who help us and 
come over and take the time, particularly when they know foreign 
languages, to breadecast to foreign countries. Your words carry 
great authority overseas. 
~ Mr. Aurorp. Are the individuals who write these scripts employees 
of your Agency ? 

Mr. Wastpurn. Yes, sir, Some scripts are written on contract, 
by purchase order outside. 

Mr. Aurorp. Pertinent to that, Mr. Chairman, may I ask this: 

This is one of the things the committee has been talking about all 
week, Do you contract out very much work ? 

Mr. Hoornacir. We have in the field of personal services a special 
type of contracting: For free-lance writers to cover special events for 
us, Which we want to use overseas; and then we have in the field of 
radio what we call “purchase-order people,” who prepare special types 
of material for us. This is usually for special events and for special 
types of material including scripts, narration, and translation. We 
depend upon our regular staff for the bulk of our material. 

Mr. Arorp. What special work? Just give us a specific example, 
please. 

Mr. Hoornacte. For example, if there was an event in Minnesota 
having to do with the 100th anniversary of the State, we would ob- 
tain radio coverage for a broadcast to the Scandinavian countries. 
We would hire somebody nearby to make a tape on the event. If we 
wanted an article on the event for use in the Scandinavian countries 
we would have a writer in the area write the article, because it would 
be much cheaper to have somebody on the spot do this than to send an 
employee of the Agency to the event. 

Mr. Davis. Mr. Hoofnagle, will you proceed with your statement 
now ? 
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Mr. Hoornacte. It is the stated objective of Public Law 402 “to 
promote a better understanding of the United States in other coun- 
tries, and to increase mutual understanding between the people of the 
United States and the people of other countries.” To carry out this 
objective, the Director of USIA is authorized “to provide for the 
preparation, and dissemination abroad, of information about the 
United States, its people, and its policies, through press, publica- 
tions, radio, motion pictures, and other information media, and 
through information centers and instructors abroad.” 

Mr. Davis. I believe you covered the relationship of your Agency 
to ICA and to the State Department. 

Mr. Hoornacte. Yes, sir. 

Operationally, the Agency’s Washington headquarters has five 
media services. These are the broadcasting service, generally known 
as the Voice of America, the information center service, the motion 
picture service, the press and publications service, and the television 
service. The Washington organization for direction and supervision 
of the overseas activities is set up on a geographical basis with four 
regional offices—Far East, Near East, south Asia and Africa, Latin 
America, and Europe. 

Mr. Davis. Give us the number of your personnel here in Wash- 
ington who are attached to each of the five media services. 

Mr. Hoornacte. Yes, sir. For the broadcasting service, the num- 
ber of employees as of September 30—I use this date, Mr. Chairman, 
because we have submitted information as of September 30, although 
if anyone is interested, we have the information as of October 31— 
was 915 employees; in the information center service, 212; in the mo- 
tion picture service, 153; in the press and publications service, 418; 
and in the television service, 29. 

Mr. Davis. How does that compare with a year ago? 

Mr. Hoornacie. This would be very little change from a year ago. 
There would be a fraction of a percent change in any of these offices. 

We have, however, for the committee a breakdown of our personnel 
by units of organization, and by geographical location. 

Mr. Davis. I would like that comparison to go in the record. 

Mr. Hoornacie. Yes, sir. 

(The information follows :) 


Comparison of media employment (1958-59) 


June 30, 1958 |Sept. 30, 1959 


Mr. Davis. You just mentioned your four regional offices. How 
many people do you have in those regional offices ? 

Mr. Hoornacte. The total number attached to the four regional 
offices is 75. That is the total for the four offices. 

Mr. Davis. Do you have that broken down also? 


| 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


Mr. Hoornacir. Yes, sir. We can break it out by each office. 
Mr. Davis. Very well, sir. 
(The information follows :) 


Employment in the area offices as of Sept. 30, 1959 


Office of the Assistant Director for Europe_.___.-_-__-------------------- 25 
Office of the Assistant Director for Far Mast_......................-.... 15 
Office of the Assistant Director for Latin America____-------------------- 14 
Office of the Assistant Director for Near Bast._.-....--.------__-------.- 21 


Mr. Hoornacie. Overseas, the Agency operates through 200 posts 
in 81 countries. The Agency’s operations overeas are generally 
known as the U.S. Information Service (USIS). The USIS opera- 
tion in each country is headed by a public affairs officer and operates as 
part of the U.S. mission. 

Mr. Davis. Do you have personnel in all the countries where we 
have ICA programs / 

Mr. Hoornace. I believe that we do. We have operations in 80 
countries, which covers practically all of the free world. 

Mr. JoHansen. Do you have operations in Soviet Russia itself ex- 
—- on stated occasions and for specific single purposes ! 

r. Hoornacie. Yes, sir. We have in the Soviet Union a cultural 
affairs officer and we publish a magazine, America Illustrated, in Rus- 
sian for distribution in the Soviet Union. 

Mr. Jonansen. How large a staff is there? What is your total 
employment setup in Soviet Russia ¢ 
ane Hoornacir. We have one officer on our staff in the Soviet 

nion. 

Mr. JoHANseN. Are you able in open hearing to say whether you 
have any local employees in Soviet Russia ? 

Mr. Hoornacie. We do not. In each country, except in the Soviet 
Union, the puble affairs officer has a staff of Americans and foreign 
nationals, which we refer to as local employees, to assist him in 
carrying out the information program in the country. 

Mr. Davis. Does that mean that USIA has a public affairs officer 
with a staff in each country ? 

Mr. Hoornacie. Yes, sir, and the staff may vary from what we 
refer to as a one-man post to a relatively large post in some of the 
larger countries and more strategic countries. 

Mr. Davis. Give us the size of your staff in France. 

Mr. Hoornacue. In France, as of September 30 we had a staff of 
44 Americans and 201 local employees, a total of 245 employees in 
the Information Agency. 

Mr. Davis. What is the salary of the head of your office in France? 

Mr. Hoornacrie. The officer in France is what we refer to as a Class 
1 officer, FSR-1 officer, and the beginning salary of that grade is 
$16,060. 

Mr. Gross. What is he paid? 

Mr. Hoornactie. I can get you the exact salary. 

Mr. Gross. Please put it in the record. 

Mr. Hoornacte. It is $17,380, although the beginning step of 
FSR-1, is $16,060, each July 1 an officer advances a step in grade 
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and at the present time, as I recall, our officer in France is at the 
fourth step. 

Mr. Gross. That is his direct compensation, $17,000 approxi- 
mately ? 

Mr. Hoornacte. That is correct, yes, sir. 

Mr. Gross. And on top of that he has travel expense, and so on 
and so forth ? 

Mr. Hoornacte. That is correct. 

Mr. Gross. And living allowance? 

Mr. Hoornacte. Yes, sir. 

Mr. Davis. Specifically what is the mission of that office? 

Mr. Hoornacir. The mission of the country public affairs officer 
is to conduct the total information program in the country, which 
includes the placement of press material supplied from the Agency 
about America, about our culture, history, people, and current events. 
It is to handle the distribution of books, magazines, pamphlets, the 
placement of radio programs on radio stations in the country, and the 
distribution and showing of films provided by the Agency. 

It is the country public affairs officer’s job to operate our informa- 
tion center which include our libraries. It is the PAO’s responsi- 
bility to handle the exchange-of-persons program which, in the 
United States, is administered by the State Department. 

Mr. Davis. Describe what the exchange-of-persons program 
includes. 

Mr. Hoornacrr. The exchange-of-persons work includes the selec- 
tion, briefing, arranging the transportation, and so forth, for the 
exc hangees—prominent people in a variety of fields, students and 
teachers, to come to the United States for a period of time up to a year. 

Mr. Gross. How about industrialists? 

Mr. Hoornacte. Selecting a group of people that you identify as 
industrialists, I believe, would be handled by the ICA program. 

Mr. Davis. What is yours confined to, or is it confined ? 

Mr. Hoornacier. It ‘includes leaders from many occupations, the 
field of government, for example. It includes teachers and students. 

A part of this work in 40 countries is done by a binational com- 
mission in the country, but the Information Agency has the respon- 
sibility for working with the binational commission where they are 
handling the selection and processing. 

Mr. Davis. Do you also make selections or participate in selections 
of people that go from America to these other countries ? 

Mr. Hoornacir. This work is done in this country through the 
State Department. 

Mr. Davis. Does your Agency participate? 

Mr. Hoorwactr. Not here at’ home; no, sir. 

Mr. Davis. You did not send the jazz bands and the trumpeters and 
that group, then, from America around the world ? 

Mr. Hoornacter. I believe you are talking about a program financed 
through the President’s international sehen and this part of the 
program is administered by the State Department. 

Mr. Davis. You did not participate in that? 

Mr. Hoornacir. Overseas we would have the responsibility for 
giving 
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Mr. Davis. I am talking about the selection before sending them 
across. 

Mr. Hoornacte. No, sir. 

Mr. Davis. When they got over there, you would have the respon- 
sibility probably of directing them around or looking after them ? 

Mr. Hoornacie. And to see that the greatest advantage was taken 
of their presence in terms of publicizing their visit through the news- 
papers of the country and to see that the trip was most productive 
from the standpoint of our information responsibilities. 

Mr. Jouansen. Then the State Department hands you some dillies 
to handle sometimes. 

Mr. Atrorp. Would the gentleman yield, Mr. Chairman? 

Mr. Davis. Yes. 

Mr. Atrorp. Would you describe for us your operation in Panama, 
Mr. Hoofnagle? 

Mr. Hoornacte. First, I might say that in Panama, as of September 
30, we had 3 Americans and 18 local employees. 

Mr. AtForp. That is the total staff? 

Mr. Hoornacte. That is the total USIS staff, 3 Americans and 18 
local employees. 

Our program would be similar in Panama to that in other countries, 
subject to the opportunities that are available. 

For example, if the country has radio, we have radio programs for 
placement on the local radio stations; the same way for any of the 
other media—basically, we try to use all of the media facilities in 
each country, so in Panama it would include placements of U.S. mate- 
rials in the press, distribution of publications, the use of books, maga- 
zines, and films to the maximum extent possible, and personal contact 
hy our officers. 

Mr. Davis. The machinery needs a little oiling up in Panama, does 
it not? 

Mr. Wasueurn. Could I say a word about that, Mr. Chairman ? 

Mr. Davis. Yes, sir. 

Mr. Wasupcrn. No matter how good a public relations or informa- 
tion program the United States has, there are always going to be 
oceasions when situations of tension build up between the United 
States and other countries. 

Mr. Davis. Such as in Cuba and Venezuela. 

Mr. Wasnpurn. Yes, sir; particularly as long as we retain a posi- 
tion of leadership in the world. This may be over real grievances or 
exaggerated grievances, but when it happens it almost inevitably hap- 
pens along with it that the extremist elements, the extreme nationalists, 
and the left-wingers and fellow travelers, seize upon that. oppor- 
tunity to stir up animosity against the United States and try to 
organize demonstrations and riots and attack our libraries and con- 
sulates. 

Mr. Davis. Where they do that, as they are going now in Panama, 
have done in Cuba, and in Venezuela, and some of these other places, 
it is a pretty good indication that they are doing better propagandiz- 
ing than we are; is it not? 

Mr. Wasueurn. It does not mean that we do not have a reservoir 
of goodwill among the people there. It does not mean that there are 
no important leaders in the country and opinion molders who are 
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sympathetic to the United States and its interests. It does mean that 
we have to work harder at that particular time to get the U.S. side of 
the story presented ; for example, when Under Secretary Merchant was 
down there about 10 days ago, we did everything in our power through 
USIS to get his statements across to the people of Panama. 

We work there with six daily newspapers in Panama. They have 
34 radio stations that we try to work with and service constantly. 
We have two mobile units down there, motion picture units, that get 
up into some of the areas that are difficult to reach with radio and 
newspapers. 

We have a library which was attacked, incidentally, and the damage 
has now been repaired and the library is in operation again, and we 
have just opened a binational center there this year, in August, which 
has an enrollment of some 690 students studying the English language. 
So this effort to build understanding must go on and at a time of crisis 
like this in Cuba and Panama it is more important perhaps than it is 
at other times. 

Mr. Davis. When the house catches afire and is burning down, I do 
not think you can do much about it then through your Agency. The 
time for you to do your work is before it catches afire, is it not? 

Mr. Wasupurn. Yes, sir. 

Mr. Davis. You do not have much chance to do anything now in 
Cuba, do you, through your Agency ? 

Mr. Wasuevurn. I do not think that the situation is lost there. 

Mr. Davis. I mean insofar as your Agency is concerned, are your 
agents doing anything. Castro has clamped a lid on it now to where 
you are probably ineffective in Cuba, has he not ? 

Mr. Wasusurn. We are still able to get information on the radio 
down there. We also have a regular television show, a series of pro- 
grams which feature Cmubans who have been to the United States 
and who have returned to Cuba and express themselves generally, 
favorably. 

Mr. Davis. You could not very well get up and say a word critical 
of Castro, though, for love or money, could you? 

Mr. Wasupurn. No. 

Mr. Davis. They would slap him in jail and shoot him the next day. 

Mr. Wasueurn. They will get up and say things that are useful to 
the United States and help explain the position of the United States. 

Mr. JoHanseNn. Were you able to broadcast down there the con- 
tents of the State Department’s note to Cuba? 

Mr. Wasnupurn. Yes, we were. Ambassador Bonsal feels particu- 
larly strongly that we should be emphasizing this work right now, 
and his statement that the United States was not involved in the so- 
called alleged bombing of Havana was widely disseminated in Cuba. 

Mr. JouansEN. Was his statement widely disseminated, and I can- 
not recall the exact wording of it, but in effect that there seemed to 
be a deliberate and calculated effort to destroy traditional American- 
Cuban friendly relations? 

Was that very forthright and welcomed statement broadcast by 
the Agency ? 

Mr. Wasupurn. Yes. One of the leading papers in Havana, Diario 
de la Marina, carried—I believe I am correct in this statement, sir— 
Mr. Bonsal’s statement in full. 
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Mr. JoHansen. I am glad to hear that. 

Mr. Davis. I want to ask you one more question about France, Mr. 
Hoofnagle. 

What is the relationship of your. office with ICA and the State 
Department personnel in France? 

Mr. Hoornacue. First, we would serve the Ambassador and State 
Department officials in providing to them the services of a press 
attaché and also for the distribution of any information or any state- 
ments that they desire to have distributed in France. 

I do not believe that ICA has an operation in France at the present 
time. 

Mr. Davis. They do not? 

Mr. Hoornacte. No, sir. 

(Information subsequently furnished follows :) 


OFFICE MEMORANDUM, U.S. GOVERNMENT 


Date: DecemMBer 10, 1959. 
To: Mr. Richard F. Cook, M/A, 500—M. 
From: William Wild, O/AEF, 816—M. 
Subject : Query re ICA operations in France. 

I understand that Mr. Hoofnagle, USIA, in replying to a question by the Davis 
subcommittee as to whether we have any operations in France, indicated that 
we do not have. 

In this connection, however, it may be helpful to indicate to Mr. Hoofnagle 
that while there is no USOM in France, nor ICA staff performing a country 
operation, there are two groups headquartered in Paris, ie., U.S. mission to 
NATO and European regional organizations (USRO), with responsibility for 
certain multicountry activities, and an area controller. That portion of the 
USRO staff funded by ICA consists of 2 American administrative positions and 
19 American program-funded positions whose incumbents are primarily con- 
cerned with manpower and training activities in the European Productivity 
Agency, particularly as they pertain to the training of technicians from other 
European and African posts. 

Insofar as the area controller’s office, which is headquartered in Paris and 
housed in the Embassy, is concerned, this is a field office operating under the 
direct supervision of the ICA Washington controller, with responsibility for 
residual controller activities in those European countries in which there are no 
longer ICA missions, as well as certain African dependent overseas territories. 

Clearance : 

CHARLES Hyson, O/AFE/EUR. 


- mer Se, At that point, may I ask what is the title of this man in 
aris 

Mr. Hoornacre. His title is public affairs officer. His diplomatic 
title would be counselor of Embassy for public affairs. 

Mr. Gross. Do you have cultural officers ? 

Mr. Hoornacte. Yes, sir. 

Mr. Gross. Where are they located? That is in addition now to 
this sort of a setup, is it not ? 

Mr. Hoornacuie. Yes, sir. The cultural officer is a part of the 
U.S. Information Agency’s staff in the country. We would have a 
cultural officer in all of our large operations overseas. 

Mr. Gross. Do you have one in Paris? 

Mr. Hoornactie. Yes, sir. 

Mr. Gross. How much is he paid ? 

Mr. Hoornacte. He is a class 2 officer, class FSR-2, and the be- 
ening salary for this class is $13,660. 

Mr. Gross. Do you have a cultural officer in Dakar? 
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Mr. Hoornacie. My memory is that we do not, but I will have to 
check that to be sure. 

Mr. Gross. Well, you do have one there and he is paid about $25,000 
a year, or did have one, did you not 4 

Mr. Hoornacte, If we had one there he would not be paid a salary 
of $25,000. 

Mr. Gross. No, no. I mean he gets about $25,000 a year in all of 
the emoluments that come his way. 

Mr. Hoornacie. I would have to check that out, but he would get 
as a minimum a housing allowance. 

(USIA does not have a cultural affairs officer in Dakar. Agency 
records indicate that no cultural affairs officer has been assigned to 
Dakar in the past.) 

Mr. Gross. Would you insert in the record, and I do not want to 
belabor this, the total number of cultural officers, where they are 
located, and the total compensation that is paid to them ? 

Mr. Davis. And allowances ? 

Mr. Gross. That is what I mean, the total compensation that is 
paid to these cultural officers. 

Mr. Hoornacir. Yes, sir. 

(The information follows :) 


Salaries, allowances, and differentials for country cultural affairs officers, as of 
Dec. 3, 1959 * 


See footnotes at end of table, p. 247. 


Country cultural Annual | Allowances! 
Country affairs officer Grade | base | and dif- | Total 
| salary | ferentials 2 
European area: 
OSS en eee Richard C. Wooten. FSS-2 $12, 120 $3, 630 $15, 750 
Belgium Gilbert Chase FSS-2 11, 485 3, 820 15, 305 
Canada. _-_ | John Haskins-- FSS-4 9, 095 2, 300 11, 395 
Patricia Van Delden_ FSS-1 13, 160 2,000 15, 160 
eS ee Herbert T. Schuelke__| FSS-3 10, 885 3,181 14, 066 
France _.| Douglas Schneider. FSR-2 13, 860 3, 670 17, 530 
Germany Son | Edward D. Myers... FSR-2 14, 190 3, 400 17, 590 
| S. Everett Gleason _ FSR-1 7, 820 3, 200 21, 020 
| Mildred Allport. _---- FSR-2 14, 190 3,819 18, 009 
Italy. _- ---| John L. Brown FSO-3 13, 640 4,710 18, 350 
Norway .----| Paul Child os FSS- 11, 165 2, 100 13, 265 
Rod Horton FSS 10, 230 2, 300 12, 530 
Spain ..-| Jacob Canter__........] FSR-2 14, 850 2, 665 17, 515 
Sweden... Lawrence Carlson FSS-5 8, 610 2, 730 11, 340 
Switzerland... No position. 
The Netherlands. - Earl H. Balch FSS-2 12, 120 2, 200 14, 320 
U.S.S.R Leslie S. Brady___-_- FSR-1 16, 940 5, 898 22, 838 
Yugoslavia _- _....| George Henry FSS-3 10, 600 3, 520 14, 120 
Latin America: 
R. Murphy.| FSR-3 13, 640 3, 826 17, 466 
Yarl A. FSS-5 8, 395 3, 598 11, 993 
British West Indies... No position. 
Michael Karnis____- FSS-4 9, 380 3, 360 12, 740 
George C. W aterston.| FSR-3 11, 660 3, 350 15, 010 
Cuba___.- .---| George A. Rylance__--| FSS-4 9, 380 4, 813 14, 193 
Dominican Republic. No position. 
Jerry FSR-4 9, 380 3, 757 13, 137 
Fl Salvador____- Irving S. Lewis_---- FSS-5 8, 395 4, 575 12, 970 
Guatemala City | F. Taylor Peck. FSS-4 9, 095 4, 108 13, 203 
Do. 
Martinique____ Do. 
Mexico__ = Ed Dulany Terrett--_-- FSS-1 13, 160 1, 800 14, 960 
Nicaragua_--- __....| No position. 
Panama. ---_---- _...| John De Noia FSS-6 8, 120 2, 500 10, 620 
Paraguay Joy Dickens ____- FSS-6 8, 120 3,118 11, 238 
Per... __| William H. Rodgers __| FSS-4 9, 380 2, 200 11, 580 
_.| Edward T. Purcell... FSS-4 9, 380 2, 793 12,173 
| Francis J. Donahue.__' FSS-3 10, 030 8, 760 18, 790 
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Salaries, allowances, and differentials for country cultural affairs officers, as of 
Dec. 8, 1959 *—Continued 


Country cultural Annual | Allowances 
Country affairs officer Grade base and dif- Total 
salary ferentials 2 
Far East: 
William K. Braun..__| FSS-4 $9, 095 $2, 600 $11, 695 
John G. H. Scoon___.- FSS-4 10, 600 6, 814 17,414 
Cambodia. ............ getbec Darrell I. Drucker....| FSS-4 9, 095 5, 053 14, 148 
Robert T. Tims....... FSS-5 8,815 3, 575 12, 390 
John D. Congieton___.| FSS-4 9, 665 3,316 12, 981 
Donald FSR-3 12, 650 3, 400 16, 050 
Gregory Henderson_..| FSO-5 8, 690 4, 938 13, 628 
ERE ee Charles D. Searles__._| FSS-5 8, 610 3, 515 12, 125 
New .| No position. 
Philippines. .......<.-..«.<s William H. Morris_...| FSS-2 | 11, 485 6, 874 18, 359 
Singapore. | No position. } 
| Pardee | FSS-2 | 11, 770 4, 765 16, 535 
Cecil L. Sanford, Jr_..| FSS-+4 | 9, 095 5, 164 14, 259 
Dorothy Whipple----- | FSS-3 11, 165 4, 722 15, 887 
Near East and south Asia: | | 
Afghanistan. ............-.- James E. Schein... FSS-3 11, 165 6, 650 17,815 
FSS-5 | 9, 030 4, 265 13, 295 
Cyprus......................| No position. } } 
Benno H, FSS-3 10, 885 | 2, 450 13, 335 
John T. FSS-1 3,160 5, 784 18, 944 
Martin Ackerman__--- FSS-2 | 12, 120 4, 572 16, 692 
OO eee, Stanley R. Chartrand_| FSS-7 | 7, 630 7, 600 | 15, 230 
EE Harold E. Howland_._| FSR-3 | 11, 660 4, 535 16, 195 
| Karl F. Brauckmann_.| FSS-6 8, 755 4, 633 | 13, 388 
David Garth..........| FSS-3 10, 600 2, 400 | 13, 000 
Pakistan Pee oe || FSS-2 | 12, 120 4, 764 16, 884 
Saudi Arabia. | No position. | 
| Laverne J. Kunke__._| FSS-5 8, 815 4, 800 13, 615 
Turkey. _.........-.........] Russell L, Harris.....| FSS-1 | 12, 480 2, 200 14, 680 
United Arab Republic. | William A, Lovegrove FSS-3 11, 165 1, 700 12, 865 
African area: | 
Belgian Congo | No position, | 
British East Africa. Vacancy. | | 
ares No position, | 
Federated Rhodesia and | David M. Burnes.---- FSS-7 6, 990 1, 800 8, 790 
Nyasaland. 
French West Africa_-__---.--- No position. | 
...-| Herbert C. Madison... | 8, 325 | 4,615 12, 940 
Do. | | 
| Francis J. Hammond_| FSR-3 | 12, 650 | 3, 472 16, 122 
Republic of No position, 
William F, Gresham__| FSS-5 | 8, 815 2, 950 11, 765 
Union of South Africa Vacancy. | 


1 This listing includes the chief cultural affairs officer in each country in which the agency has a USIS 
program. It does not include cultural affairs officers at branch posts, assistant cultural affairs officers, or 
other subordinate officers responsible for cultural affairs activities. 

2 This column indicates the annual rate payable for quarters, cost of living and education allowances, and 
for post differentials. 


Mr. Gross. You do not need to put it in now. Let us get it in the 
record later. There are a lot of other things to go into here before 
we get through. Pate 

I would like to ask at this point about this advisory commission of 
five people. Apparently they are representatives from various cor- 
porations in this country largely. What do they do? Do they give 
you any advice as to personnel ? 

Mr. Hoornacie. They give us advice on all aspects of the program 
through their meetings here in Washington throughout the year and 
they prepare reports, which include recommendation to the Agency, 
the President, and the Congress. The last report was the 14th report 
of the advisory commission. 
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Mr. Gross. Then they advise you on personnel matters? Is that 
correct ? 

Mr. Hoornacte. On broad policy matters, yes; not on individuals, 

Mr. Gross. Have they ever told you that you do not have enough 
employees or that you have too many employees ? 

Mr. Hoornacte. They have indicated in certain areas that, in their 
judgment, there are too many employees; yes. 

_ Mr. Gaete Have they ever told you you were overstaffed in Wash- 
ington ¢ 

Mr. Hoornacte. I do not recall a report which has made that kind 
of a flat statement; no, sir. 

Mr. Gross. Their 13th report did that, did it not ? 

Mr. Hoornacte. That flat statement ? 

Mr. Gross. Yes. 

Mr. Hoornacte. I do not recall that it did. 

Mr. Davis. What report are you referring to? 

Mr. Gross. The 13th report of the advisory commission. 

Mr. Davis. What advisory commission ? 

Mr. Gross. The advisory commission to the USIA, the grand- 
daddy advisory committee, this superduper five-member commission. 

Let me read you something in the hearings of your organization be- 
fore the Appropriation Committee : 

There is evidence that this recommendation can also be applied to Washington 
in order to reduce the topheaviness of part of the Washington staff. 

You remember that. You testified before the Committee and you 
were there and you know it. 

Perhaps the time has come when the Agency should review its internal organ- 
ization in order to achieve a more cohesive grouping of units which have sim- 
ilar functions and at the same time reduce the recent tendency to establish new 
ones. For, as new units are established and grow in magnitude, additional over- 
head and assistance will increase proportionately. 

The last sentence is gratuitous, just so much window dressing, but 
they did say you were topheavy in Washington, did they not? 

Mr. Hoornacte. Yes, sir. 

Mr. Gross. What did you do about it ? 

Mr. Hoornacie. We have reduced the staff in Washington from 
June 30, 1957, to date, by a net of 91 positions. 

Mr. Gross. And did you contract out some more work? You have 
spent in 10 years nearly a half million dollars on this advisory com- 
mission, have you not? That is in the nature of farming out some of 
your work, telling you what you ought to do over there. 

Mr. Hoornacue. No, sir; we do not consider that farming out work 
that we are supposed to do. This is considered advice to the Agency 
by people who presumably, by experience, are in a position on a non- 
pay basis to give advice to the Director of the Agency and to report 
to the Congress. 

Mr. Gross. You have your own personnel people and you are here 
this morning speaking in behalf of your personnel, are you not ? 

Mr. Hoornacte. Yes, sir. 

Mr. Gross. Yet you have, in 10 years, spent about a half million 
dollars on this advisory commission to tell you what to do. 

Mr. Hoornacte. The cost of the advisory commission at the pres- 
ent time is about $60,000 a year. 
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Mr. Gross. I said in 10 years you have spent nearly a half million 
dollars, $400,000 to a half million dollars, on this advisory commission. 

Are you still contracting for the services of psychiatrists to help 
you with your personnel ? 

Mr. Hoornaate. Yes, sir. 

Mr. Gross. Why ? 

Mr. Hoornacir. We are contracting for psychiatric and psycholog- 
ical examinations for candidates to enter our Foreign Service. We 
are doing this because it is our judgment that through this method we 
can reduce the number of casualties in our oversea service. By cas- 
ualties I mean people who fail to adjust to oversea life. 

Mr. Davis. I wanted to ask a question right at that point, if you 
will yield. 

Mr. Gross. Yes. 

Mr. Davis. You say you are contracting for psychiatric and psy- 
chological services for candidates. Do you ever use those services on 
some of those that are already in ? 

Mr. Hoornacte. No, sir. 

Mr. Davis. For instance, the fellow who wrote the article about the 
housing ? 

Mr. Hoornacie. No, sir. This examination to date has been limited 
to people that are candidates for employment to go overseas. 

Mr. Jonansen. Mr. Chairman. 

Is that done in any of the other agencies, to your knowledge ? 

Mr. Hoornacte. It is not done in agencies similar to ours like the 
Department of State and ICA. 

Mr. JoHANSEN. It is not? 

Mr. Hoornacir. No, but we have worked very closely with the 
people in the Department of State on this, talking frequently with the 
doctors in the Medical Division of the Department of State, and they 
are aware of what we are doing and are following it with interest. 

Mr. Jomansen. I must say I am indebted to my colleague from Iowa 
for a completely new kind of enlightenment. 

Mr. Gross. Were you through, Mr. Chairman ? 

Mr. Davis. Yes, sir. 

Mr. Gross. What is the cost per head for this psychiatric exami- 
nation ? 

I think I should have answered my own question. It is apparently 
around $350 for husband and wife to be sent overseas. Is that not 
correct ? 

Mr. Hoornactr. It is $110 per person examined. That is $220 for 
husband and wife. 

Mr. Gross. And you examine the wife as well as the husband, do 
you? 

Mr. Hoornacre. Yes, sir. 

Mr. Gross. You give them a psychiatric examination. Why do you 
not use psychiatrists already employed in the Government instead of 
going outside and hiring private psychiatrists ? 

Mr. Hoornactie. There are several reasons, the primary reason be- 
ing that we are using psychiatrists who are located throughout the 
country and it would be uneconomical for us to bring people long dis- 
tances for this examination. 

Mr. Gross. Do you bring them in here for indoctrination ? 
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Mr. Hoornacte. This is after they are employed, yes, sir. 

Mr. Atrorp. Would the gentleman yield for one question ? 

Mr. Gross. Yes, glad to yield. 

Mr. Atrorp. Mr. Hoofnagle, would you furnish for the informa- 
tion of the committee a list of the psychiatrists that are used in this 
type of work ? 

Mr. Hoornacte. Yes, sir. 

Dr. Alford, there are several hundred scattered about the 48 States 
and we will be glad to submit a list of them. 

“i yg list referred to was submitted and is retained in the committee 
es. 

Mr. Atrorp. Would you be able to give us any idea of the average 
annual cost of these examinations—the aggregate ? 

Mr. Hoornactr. Yes. The cost for the current fiscal year will run 
between $40,000 and $60,000. The reason for this wide range in the 
estimate is that it will depend, of course, on the number of candidates 
we have to examine to fill the positions in our service. 

Mr. Wasupurn. Might we also add there, Mr. Chairman, the cost 
to the Government of one of these failures when a husband and wife 
have to be brought back because they cannot make the grade. 

Mr. Davis. Any illustrative information that you think would be 
appropriate—put it in. 

Mr. Wasupurn. We, of course, feel this program pays for itself 
and more so. 

(The information follows:) 


PSYCHIATRIC-PSYCHOLOGICAL EVALUATION PROGRAM 


The cost to the agency of the failure of an employee to adjust to the oversea 
environment includes such items as preemployment examinations, travel of the 
employee and his dependents to and from his post of assignment, and salary 
while in training and during travel. The average cost of travel for a new 
appointee and his family and transportation of his effects is $3,900 each way, 
or $7,800 for the round trip from home to the oversea post, and return home. 
The preemployment examinations and investigation cost an average of $640 per 
employee. The average salary cost for a new appointee to the Foreign Service 
while in training and in a travel status is $1,275. 

This total cost is about $10,000 and does not include any salary and allowances 
for service at the post, nor does it include the cast of staff time spent in resolving 
the problems resulting from an employee's failure. Furthermore, it does not 
take into account such important factors as adverse effects on official and 
community relations, and possible damage to foreign policy objectives. 

Mr. Gross. Mr. Chairman, I am still curious to know why this 
agency of Government is apparently a peculiar agency of Government 
in that they have to have psychiatric examinations. I do not know of 
any psychiatric examinations that are given mail carriers, the clerks 
in post offices, and various other agencies. What makes this a peculiar 
organization that deserves the attention of psychiatrists ¢ 

Mr. Wasueurn. Mr. Gross, there is nothing unusual about this 
kind of test being given to persons going abroad. Many of the mis- 
sionary groups, religious groups, do it. The Methodists, for example, 
subject their ministerial candidates for oversea work ; 

Mr. Gross. Let us stay with the Government. What other agency 
of Government ? 

Mr. Wasuecrn. We are all familiar with various testing that the 
armed services give. There is quite a record of this kind of thing i 
being done. i 
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The State Department and ICA are interested in this, and, frankly, 
it is in its first experimental year. We have been developing the 
program very Sr with Dr. DeVault, who is the Chief of Med- 
ical Services with the Department of State, and with the directors of 
personnel for both the State Department and ICA. 

Frankly, it is experimental, and if it does not work out it will be 
dropped. 

Mr. Gross. Let me ask you this question: Were these psychiatric 
examinations started before you found you had 9 or 10 homosexuals 
or afterwards? 

Mr. WasuBurn. The reasons for failures abroad are varied. 

Mr. Gross. You can anwer the question differently from that. Were 
these examinations prior to your discovery that you had 9 or 10 homo- 
sexuals or after the psychiatric examinations were given? Which 
was it ? 

Mr. Hoornactr. Mr. Gross, this program was started last January, 
but this program is not directed to that particular problem. ‘This is 
a question of total adjustment to living overseas. This is a question 
of examination by psychiatrists and psychologists to test whether or 
not people—this 1s particularly people in their twenties and thirties 
where we have our largest volume of employment—can adjust, and 
the wife can adjust, to living overseas, we believe this is just one 
more test to improve the quality of our people and to be as sure as one 
can be that when we send a group of officers overseas that we have the 
people who can most easily adjust to living conditions in the farflung 
posts of the world where the conditions are quite different from what 
they have been accustomed to in this country. 

Mr. Gross. I think the record ought to show, too, Mr. Chairman, 
where these psychiatrists were hired. I am of the impression that 
most of these psychiatrists were hired in the District of Columbia or 
in this immediate area. 

Would you let the record show where you got these psychiatrists? 

Mr. Davis. The record will include that. 

Mr. Hoornacre. I would like to point out that when vou refer to 
the hiring of psychiatrists, they are paid only when they have a candi- 
date to examine. For example, although we have several hundred 
psychiatrists who are available to conduct the psychiatric tests, they 
do not receive any compensation unless there is a candidate sent to 
them for examination. 

Mr. Davis. They are paid on a ease basis? 

Mr. Hoornacier. That is correct. 

Mr. Davis. Proceed with your statement, please, Mr. Hoofnagle. 

Mr. Hoornactie. As of September 30, full-time employment of the 
Agency in the United States and overseas totaled 10,608 employees. 
This total consisted of 2,353 civil service employees, 1,422 Foreign 
Service American employees, and 6,833 local employees. 

Mr. Jonmansen. What categories do the local employees fall into 
functionally ? 

Mr. Hoornacte. The primary functions of local employees abroad 
are to serve as secretaries, typists, clerks; to handle translation work, 
duplication of printed materials, the distribution of books, pamphlets, 
and films; to work in the libraries: and to do the unskilled or semi- 
skilled work connected with our installations. 
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Mr. Jonansen. How, generally, are these local employees subjected 
to security checks and how thorough can they be? 

Mr. Hoornacte. All local employees are subject to a security check 
through the State Department security officers abroad. The extent of 
the check on local employees is contingent upon the conditions in each 
country in which they are employed. The check is as complete and 
comprehensive as the situation in the particular country will permit. 

Mr. Jonansen. And particularly if it is in a country where the 
Communist element is strong and active, it is all the more stringent 
a check ? 

Mr. Hoornacir. Yes. I would like to point out, too, that, of course, 
local employees do not have access to classified materials, and that the 
decisions on Agency operations are made by American supervisors, 
and that Americans supervise all major activities. The Americans 
also handle the important personal contacts in the country where U.S. | 
representation is an important factor. The Americans review the | 
output at each post. 3 

Mr. Atrorp. Mr. Chairman. 

Mr. Davis. Dr. Alford. ; ‘ 

Mr. Atrorp. Do you have any cooperation from the various tax- 
exempt foundations of the country as to the use of personnel or use 
of information relative to the employment you are talking about? 
Is there any tie-in or close cooperation between any of the foundations 
and any of your operations 

Mr. Hoornacir. You are referring to overseas and the United 
States? 

Mr. Aurorp. That is right. 

Mr. Hoornacie. We have working relationships with some non- 
profit organizations that are in a position to assist us in providing 
materials or facilities, if that is responsive to your point. 

Mr. Atrorp. That is right. 

At this point in the record, would you furnish the committee a list 
of these nonprofit organizations? 

Mr. Hoornacue. Yes, sir, I would be very glad to. 

(The list follows :) | 

In addition to organizations of the People-to-People program and educational 
institutions, the Agency has “working relationships” with other nonprofit or- 
ganizations including: 

National Academy of Sciences. 

National Science Foundation. 

Care, Inc. 

Bureau of Social Science Research. 

Institute of International Education. 

Library Trustees Foundation of New York State. 
United Steelworkers Union. 

American Federation of Labor and Congress of Industrial Organizations. 
Junior Chamber International. 

American Institute of Graphic Arts. 
Government Affairs Institute. 

National Planning Association. 

Archives of American Art. 

Institute of Contemporary Arts. 

St. Paul Gallery and School of Art. 

Opinion and Policy Research, Inc. 

City Art Museum of St. Louis. 

Center for Applied Linguistics. 

Albright Art Gallery. 
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Mr. Jonansen. Would that include the Ford Foundation? 

Mr. Wasupurn. No, sir. 

Mr. JoHanseN. Ford Fund for the Republic ? 

Mr. Hoornacte. No, sir. 

Mr. JoHANsEN. Woodrow Wilson Fellowship 4 

Mr. Hoornac ie. No, sir. 

Mr. Gross. Rockefeller Foundation ¢ 

Mr. Wasupurn. I do not believe so. 

Mr. Davis. Proceed, please. 

Mr. Hoornacte. As I mentioned earlier, we have supplied some 
papers on employment trends to the committee from June 1957. 
Therefore, I will summarize the figures beginning with that date. 

Overall employment in the Information Agency decreased from 
11,706 employees as of June 30, 1957, to 10,771 as of June 30, 1958, and 
| to 10,613 as of June 30, 1959, and to 10,608 as of September 30 of this 

year. 
| ~ Mr. Davis. You are familiar with the program of the President 
| and his directive to reduce personnel by 2 percent. What are your 
plans with reference to that? 

Mr. Hoornacte. Yes, sir. We have, of course, received the Budget 
Bureau instruction regarding the reduction of 2 percent in the number 
of positions which could reasonably be financed from the appropria- 
tion made available. 

We have proposed, in reply to this, to the Bureau of the Budget 
that we would reduce the number of positions for the current. fiscal 
year by 114 percent and asked the Budget Bureau to accept this 
»roposal. 

Mr. Davis. Do I understand that you plan to reduce those now on 
the payroll by 114 percent ¢ 

Mr. Hoornaacie. No,sir. This is a reduction in the number of posi- 

| tions in the Information Agency, not the number of employees. 
: Mr, Jouansen. In other words, it is a reduction in the number of 


positions that could be filled under existing appropriations ? 
Mr. Hoornacte. That is correct. 
Mr. Jouansen. And there will be no net reduction and, on the con- 
| trary, a net increase in the actual number of employees / 

Mr. Hoornacie. That is a fact, sir, if the Budget Bureau accepts 
the proposal which we have made to them. 

Mr. JOHANSEN. Are you familiar with the srosienes of the last 
classified pay increase bill which called on the Bureau of the Budget, 
as far as possible or practical by regulation, to absorb the additional 
cost through the nonfilling of vacancies 

Mr. Hoornacie. Yes, sir. 

Mr. Jouansen. Apparently, you have had no directive from the 
Budget Bureau to do that. 

Mr. Hoornacie. We have had this directive regarding the 2 per- 
cent reduction. 

Mr. Jouansen. But you have had no directive with regard to 
absorbing the cost of the pay increase by the nonfilling of vacancies? 

Mr. Hoornaete. Yes, sir. In terms of the Pay Increase Act of 
1958, we absorbed, in the fiscal year 1958, $70,000 of the cost of that 
pay increase. 
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In the fiscal year just completed, June 30, 1959, we used from the 
appropriation which was previously available to us, $250,000, so that 
in effect we absorbed, if I may use that term, $250,000 of the cost 
of the Pay Act in the fiscal year 1959. 

Mr. JoHansen. You mean you did not spend it through additional 
personnel ? 

Mr. Hoornacte. That is correct. 

Bear in mind that during this period, we were reducing personnel. 
Since June 30, 1957, we have reduced employment. 

Mr. JoHansen. In other words, these reductions that you show 
since 1957 are the reductions that account for the $250,000 ? 

Mr. Hoornacie. That was one way in which we made money avail- 
able for the Pay Act cost; yes, sir. 

Mr. JoHansen. So that there were actually savings and absorption 
of the Pay Act cost by the lowering of the actual employment ? 

Mr. Hoornacte. A part of the saving was that; yes, sir. 

Mr. Jonansen. However, you evidently will not be able to do that 
under the current program because you will be adding “not more than 
200”? 

Mr. Hoornacir. That is correct. Of course, in the current fiscal 
year, this question of the Pay Act cost has not been segregated from 
our regular appropriation as was done in the 2 previous years be- 
cause we have had a chance to present our budget for 1960 to the 
Congress, including the Pay Act cost. 

Mr. JoHANnsen. Does the budget that you presented for the cur- 
rent fiscal year actually make it possible to increase by more than 
these 200 ? 

Mr. Hoornacte. Yes, sir. 

Mr. Davis. Along that line, Mr. Hoofnagle, your next sentence 
in your statement says: 

Current program needs will require an increase of not more than 200 em- 
ployees during the present fiscal year. 

What are the reasons for this proposed increased in personnel? Why 
are you asking or will you ask for that increase ? 

Mr. Hoornacte. There are a number of factors which explain this 
situation. 

First, the reductions which we have made in the information pro- 
gram have involved a reduction in our European program and at the 
same time an increase in our program in Africa and certain Near 
Fast, south Asian countries. We have made the reductions in Europe 
over the last 27 months. We have not yet completed the shift in our 
operations to Africa and some countries of the Near East which we 
contemplate. 

When we talk of adding personnel we are talking principally in 
terms of local employees, because American employees can be trans- 
ferred from one area of the world to the other, whereas the local em- 
ployees are separated in the countries in which we are reducing and 
we hire new employees in the countries in which we are expanding our 
operations. 

Mr. Davis. What has developed in Africa and the Near East to re- 
quire an increase in personnel ? 
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Mr. Wasneurn. Mr. Chairman, at the end of the war there were 
four nations that had their freedom in Africa. Now there are 10. At 
the end of perhaps 10 years from now, every nation that has been 
under colonial rule in Africa may have its freedom. This presents 
the U.S. Government with the task of trying to do everything it can to 
aline these new nations with the free world. 

Mr. Davis. And financing the government, then, of every one that 
gets its freedom 

Mr. Wasneurn. Our particular job is to present the policies of the 
United States to these countries, as well as the culture of our coun- 
try, and try to aline them with us rather than with the Communist 
world, which is working very hard to get them into its camp. 

This means that we must establish new information posts, and read- 
ing rooms, and libraries in these countries; and it does mean the addi- 
tion of some personnel, mostly local nationals, as Jim Hoofnagle has 
said. 

Mr. Jonansen. Mr. Chairman, in order to clarify my understand- 
ing of the operations, which goes to the matter of this personnel in- 
crease, to what extent and by what means, if any, does the agency 
openly, overtly, and directly combat communism per se and by name? 

Mr. Wasueurn. Ina specific country ? 

Mr. Jonansen. Yes, sir; in other words, specifically challenge Com- 
munist activities in that country, specifically expose Communist 
machinations in that country, specifically call them when they lie. 

Mr. Wasusurn. To bring it down to an example, when the Eisen- 
hower doctrine for the Middle East. was adopted, the Communists’ 
propaganda immediately branded that as a prelude to a U.S. war in 
the Mediterranean and they quoted out of context from the Presi- 
dent’s statement. 

It is our task to set. that record straight in that country, to get the 
full text into the papers. 

Mr. Jonansen. And is it your task to point out specifically that in 
this broadcast, or in this statement, or in this literature, the Com- 
munists lied ? 

Mr. Wasupurn. Yes. 

Mr. Jouansen. And you nail them specifically ? 

Mr. Wasupurn. Yes; we do. 

Mr. Gross. Mr. Chairman. 

Earlier in this hearing, I do not know whether it was Mr. Hoofnagle 
or Mr. Washburn that mentioned the new nation of Ghana. Was it 
you who injected the new state of Ghana? 

Mr. Wasupurn. We mentioned it; and Ghana is one of the coun- 
tries that has, of course, gained its freedom since the war. 

Mr. Gross. Yes. The head of the government in Ghana is a self- 
proclaimed Marxian Socialist, by the name of Nkrumah. 

Mr. Wasusurn. Nkrumah is the Prime Minister; yes. 

Mr. Gross. And he is a self-proclaimed Marxian Socialist. 

Mr. Davis. Is that right? Do you know that? 

Mr. Wasusurn. No; I do not, sir. 

Mr. Davis. It has been in all the newspapers in the country. 

Mr. Wasupurn. I do not know it personally for a fact. 

Mr. Davis. You do know that it has been charged publicly in the 
press, do you not ? 

Mr. Wasupurn. Yes. 
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Mr. Davis. He admitted it himself, did he not? 

Mr. Gross. Why, certainly; on a Meet the Press program when he 
was in this country a year or so ago. He boasted of the fact that he 
was a Marxian Socialist. 

Do you want to see a copy of the broadcast that he made? I have it 
down in my office, in which he is described himself as a Marxian 
Socialist. 

Mr. Davis. Are you familiar with that, Mr. Washburn? 

Mr. Wasnpurn. I am now. I was not as clear before this hearing 
of his definite assertion of that. 

Mr. Davis. You know he was on television on the Meet the Press 
program ? 

Mr. Wasueurn. Yes, sir. 

Mr. Davis. He admitted it there, did he not ? 

Mr. Wasupurn. I did not see that broadcast. 

Mr. Gross. He has thrown his political opposition in jail and, inso- 
far as I know, they are still held incommunicado. 

How does the USIA handle that kind of a situation with its broad- 
casts and propaganda machinery? How do you sell Ghana as a free- 
dom-loving nation ? 

Mr. Wasupurn. You recall that for a long time Mr. Nasser was 
hostile to the United States, and it was very difficult for us to operate 
in Egypt. 

That situation has changed. We did operate to the best of our 
ability there even then. We did not close ion because of his oppo- 
sition to our operations at that time. 

For example, we had quite an extensive film library in that country. 
The Egyptian Government said, “You shall not distribute those films.” 
We kept them there and now with the new relationship and the some- 
what relaxed tensions—the better relationship between Egypt and 
the United States—those films are all out around the country being 
shown. My only answer, Mr. Gross, is that you do the best you can 
under these situations and you work with what you have and hope 
that the time will come when we will have a better relationship. 

Mr. Gross. I would certainly like to see the propaganda that you 
are now using to demonstrate that Ghana is a showcase of freedom 
and democracy in the world. 

Mr. Wasupurn. Our mission, Mr. Gross, does not authorize us to 
do that. Our mission asks us to bring to the people of Ghana, to the 
opinion leaders of Ghana, the policies of the U.S. Government, what 
the United States stands for, what our motivations are, and to try to 
reach—through the information media in that country—the people 
of the country with the story of the United States. 

Sometimes we can do that freely. Sometimes we cannot. How- 
ever, we must try to do it because it is the mission given to us by the 
President and the National Security Council and it is the mission given 
to us by Congress in Public Law 402, the Smith-Mundt Act. 

Part of it, as you have brought out earlier, is to counter hostile 
propaganda. 

The President summarized our mission in a statement which per- 
haps I could present to the committee. I have a few copies of it here. 
Item 3 of the statement relates to the countering of hostile propaganda. 
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Mr. Arorp. Mr. Chairman, if the question was asked when I was 
out of the room for the moment then I will withdraw it, but do any 
of the nations to which we are contributing heavily as, for example, 
| air have their own agency for explaining the role of the United 

tates 

Mr. Wasusurn. In Taiwan we have worked and are working 
closely with the Republic of China’s information services to reach the 
public there. It is not the specific task of their information service 
to tell our U.S. story. But because we are friendly with that govern- 
ment we enjoy a joint, mutual, good relationship in presenting the 
American story to the people of Taiwan. 

Mr. Atrorp. Was it your library that was sacked over in Taiwan ? 

Mr. Wasupurn. The Embassy was stoned and damaged there 2 
years ago. 

i jm Your people were roughed up over there, were they 
not 

Mr. Hoornacue. Yes, sir. 

Mr. Aurorp. The answer, of course, is, if I remember the situation 
correctly, the Taiwan Government does not. have an agency which is 
telling the people of the things that the United States is doing for 
Taiwan. Is not that, according to your testimony before the Appro- 
priations Committee that no such agency exists, the answer to the 
gentleman’s question over there ? 

Mr. Wasupeurn. It is not the responsibility of that country’s infor- 
ration offige to tell the story about what the United States is doing 
over there. It is our responsibility in the U.S. information service 
to do so, but we do not encounter any difficulties from the government 
of the Republic of China in so doing. 

Mr. Atrorp. Evidently something has not been very effective over 
there in the past. I do not know whether it is your agency, or the 
State Department, or what it is, but it has not been very effective. 

Mr. Wasusury. It’s the same as in the case of Panama. Ambas- 
sador Allen tells the story about the British diplomat who said to 
him, nostalgically, “Oh, for the good old days when they used to 
attack our libraries.” 

It is partly an indication of the fact of our position of world leader- 
ship, that when tensions rise they take the form of demonstrations 
against the United States. 

Mr. Davis. Proceed, please, Mr. Hoofnagle. 

Mr. Hoornacte. Beginning with the question of personnel ceilin 
administrative personnel ceilings are established for each country ms 
for each domestic element of the Agency. The total ceiling set by 
the Agency is within the position totals which the Agency Cos sub- 
mitted to the Congress in its annual budget. The personnel ceilings 
for each element in Washington and for the four geographic areas 
overseas are approved by the Director or the Deputy Director of the 
Agency. The personnel ceilings by country are approved by the area 
assistant director concerned. The Management Division of the 
Agency, working with the Budget Division, is responsible for con- 
tinuing analyses of staffing requirements. 

Now I should like to outline the types of employment in the Agency. 
Almost two-thirds of the employees of the U.S. Information Agency 
are foreign nationals. 
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Mr. Gross. Are they given psychiatric examinations, too ? 
Mr. Hoornacie. No, sir. 

As of September 30, 6,833 were employed in the 200 posts of the 

Agency overseas. 
fr. Davis. How are they paid in relation to our American na- 
tionals 

Mr. Hoornacir. The rate of pay varies from country to country, 
depending on the prevailing wage rates in the country. 

Mr. Davis. The prevailing wage rates in the particular country 
concerned ¢ 

Mr. Hoornacuer. That is correct. 

Mr. Davis. In other words, if a clerk works for your Agency there, 
he gets paid the same salary approximately that a clerk would be paid 
in a local company ? 

Mr. Hoornactr. That is correct, and these wage rates are estab- 
lished as a result of wage rate studies and surveys which are con- 
ducted by the State Department administrative officials in each coun- 
try, and they are usually on a country basis, one wage rate for the 
country for a particular position. 

However, in some countries where the prevailing wage rates vary 
a great deal from one section to another, they may be on a city-by- 
7 basis within a country. 

he grades and salaries of the Information Agency Foreign Service 
American personnel are the same as those for the Foreign Service 
Reserve officers and the Foreign Service Staff Corps officers of the 
Department of State set in accordance with the Foreign Service Act 
of 1946, as amended. 

The Agency does not have complete authority for the establishment 
of a professional Foreign Service career corps of information officers 
such as is provided in the Foreign Service Act for Foreign Service 
officers of the Department of State. However, the Agency has re- 
quested legislation which would provide for a professional Foreign 
Service information career corps similar to that of the Foreign Serv- 
ice Officer Corps of the State Department. This legislation is now 
pending before the Congress. Pending the enactment of legislation, 
the Agency is taking all feasible steps under existing administrative 
authorities to establish a professional Foreign Service career officers 
corps. The Agency has prepared a booklet which describes this ad- 
ministrative plan in detail and copies are available for information 
and use of the committee. 

The positions of the Agency in the United States are established, 
classified, and filled under the civil service laws and regulations. 
Agency full-time employment in the United States totals 2,577 em- 
ployees. Of this number, 2,353 are civil service employees and the 
balance, 224, are USIA Foreign Service employees serving a tour of 
duty in the United States. The 2,353 includes 62 alien employees 
engaged in narration and translation work in the Voice of America. 
Aliens are employed in the United States only when qualified Ameri- 
cans are not available. 

Improved utilization of personnel: Finally, I should like to men- 
tion some of the methods employed by the Agency which contribute 
to improved utilization of personnel. 
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The assignment of senior officers in the USIA Foreign Service is 
determined by an assignment board made up of senior officers of the 
Agency. We have initiated a career planning program, particularly 
for our younger Foreign Service personnel. Under this career plan- 
ning program, assignment and training plans are developed for a 10- 
year period for each officer. 

The Agency has expanded its foreign language training proram 
to the extent possible within available personnel and the minimum 
staffing needs of our overseas posts. Beginning in 1962, the Agency 
will require language proficiency in at least one foreign language as a 
condition for promotion in the Agency’s Foreign Service. 

The Agency has established a merit promotion system for our civil 
service employees developed in accordance with civil service stand- 
ards. Our Foreign Service employees are promoted under a competi- 
tive system similar to that used in the Department of State for its 
Foreign Service officers. 

The Agency has an Inspection Staff of senior officers who inspect 
the overseas activities and personnel of the Agency. This inspec- 
tion is a detailed examination of the administration and operations 
of the posts and evaluation of the American personnel overseas. The 
Chief of the Inspection Staff reports to the Director of the Agency. 

In addition, the Agency maintains an audit staff to conduct the 
financial review of thet domestic and oversea operations. The 
Agency’s management division conducts analyses of operations, pro- 
cedures, methods, staffing, organizational relationships, and reporting 
requirements. 

Chairman Davis and members of the subcommittee, I trust this brief 
review provides a basis for discussion of the topics covered. Further, 
we will do our best to explain any other aspects of manpower utiliza- 
tion or related problems in the U.S. Information Agency. 

Mr. Davis. What are the differences between the existing setup and 
that which you are requesting in this proposed legislation / 

Mr. Hoornacir. At the present time, the Agency has authority 
stemming from the Foreign Service Act of 1946 for the use of two 
types of grade structures and systems. One is the Foreign Service 
Staff Corps, which we refer to as the FSS Corps. This corps is used 
in the State Department primarily for their secretarial, their clerical, 
and technical personnel. 

Mr. Davis. Do you have that type of employee in your Agency ? 

Mr. HoornaGir. We have some of those, yes, sir. We have them 
particularly in the field of radio and printing. 

The second grade system which we have available to us is one we 
mentioned earlier, the Foreign Service Reserve, the Foreign Service 
Reserve officer system, which is a system of grades ranging from 
FSR-8 to FSR-1. This by definition is a reserve corps and it is 
set up by the Foreign Service Act. 

Mr. Davis. What does the term “reserve” mean as applied to those 
employees ? 

Mr. Hoornacrr. I would interpret it to mean somewhat similar to 
a Reserve officer in the Navy. It is intended to be supplemental to 
a basic career corps. 

Mr. Davis. They are permanent employees, are they not ? 
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Mr. Hoornactr. No, sir. The law provides that appointment can- 
not go beyond a 5-year period in the basic law. 

Mr. Davis. In Foreign Service? 

Mr. Hoornacue. In the Foreign Service. 

Mr. Davis. What happens to them then ? 

Mr. Hoornacie. Our appropriations act authorizes us to extend 
these appointments on a year-by-year basis. 

Mr. Davis. To keep them in Foreign Service ¢ 

Mr. Hoornacie. Yes, sir, to keep them in the Foreign Service Re- 
serve Corps. 

Mr. Davis. Year by year? 

Mr. Hoornac.e. Yes, sir. 

Mr. Davis. Do you bring them back over here and employ them in 
any capacity in the United States? 

Mr. Hoornacie. Yes, sir. If I may digress just a moment before 
answering your question, we keep them beyond 5 years by virtue of 
this provision on a year-by-year basis. 

Mr. Davis. Approximately how long do you keep them ? 

Mr. Hoornacie. We have some of them that have been with us for 
more than 10 years. 

Now, to your question as to do we bring them back to this country. 
Yes, sir, it is our policy for the Foreign Service Reserve officers and 
for the Foreign Service Staff officers to bring them back to this coun- 
try after 6, 7, or 8 years abroad for a tour of duty in the United States 
in the Information Agency. 

Mr. Davis. Do you have positions for them over here then when 
you bring them back? Do you exchange a position over here for one 
over there, or just how do you work it ? 

Mr. Hoornaete. It works this way: As vacancies occur in the civil 
service positions in the United States which are appropriate for offi- 
cers in our Foreign Service, they are brought back and they are 
placed in these positions for a tour of duty. 

Mr. Davis. Do they come in with a permanent status in these po- 
sitions over here? 

Mr. Hoornacie. No, sir. They have no status other than the sta- 
tus which accrues to them by being Foreign Service Staff Corps offi- 
cers or Foreign Service Reserve officers. 

Mr. Davis. Suppose one over there who has been over 6 years is 
brought back over here and placed in a vacancy suitable to him, does 
he go on a probationary status, or does he achieve permanent status, 
or can he be kicked out at will ? 

Mr. Hoornacie. He merely occupies this position. If he is a For- 
eign Service Reserve officer, he can be dismissed at any time for any 
reason. 

Mr. Davis. He isina pretty precarious position, then. 

Mr. Hoornacier. Yes, sir. This is one reason, we have requested 
legislation to enable us to establish a career system for a number of 
these officers. 

Mr. Davis. With respect to this person who is brought back and 
ag in this vacancy over here, if he performs good service and 
ikes the job and stays there a year, does his position change? Does 
he ever get from probationary status to a permanent service? 
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Mr. Hoornaacue. No, sir, he would not stay here indefinitely. He 
would stay in this position anywhere from 2 to 4 years and then he 
would be transferred back overseas again. 

Mr. Davis. If he does, does he lose his Foreign Service status? 

Mr. Hoornaacie. No, sir, he retains it. He retains whatever status 
he has. 

Mr. Davis. Suppose he should be dismissed over here after work- 
ing 6 months. What would be his status with reference to going 
back across the water and resuming his position over there? 

Mr. Hoornacte. If this officer is a Foreign Service Reserve officer 
and was dismissed here, he would have no recourse to a position either 
here or abroad. 

These people who are Foreign Service Reserve officers do not have 
security of tenure or position. 

Mr. Davis. You said he would be kept here 2 years and sent back? 

Mr. Hoornacte. Yes, sir. 

Mr. Davis. I am talking now about existing status under existing 
laws and regulations. He would be kept here 2 years and sent back ¢ 

Mr. Hoornacte. Yes, sir. 

Mr. Davis. Then he does have some kind of a claim on his posi- 
tion, does he not ? 

Mr. Hoornacie. The agency has operated over the years to the 
maximum extent possible to give him every consideration. Iam talk- 
ing about legal status and rights. 

r. Davis. It is done out of the goodness of heart on the part of the 
Agency ? 
r. That is correct. 

Mr. Davis. What are you proposing in this new legislation ? 

Mr. Hoornacie. We are proposing to set up for the U.S. Informa- 
tion Agency a foreign service officer system similar, almost identical, 
to that of the Foreign Service Officer Corps of the State Department. 

Mr. Davis. Is that simply to correct the present deficiencies that ex- 
ist with reference to giving Foreign Service Reserve officers a more 
permanent status? 

Mr. Hoornacte. No, sir. 

Mr. Davis. Or is it designed to create new and more jobs ? 

Mr. Hoornacte. No, sir. 

Mr. Davis. And to expand the operation of the Agency ? 

Mr. Hoornagre. Our proposal will not create any jobs. 

Mr. Davis. That is what I want you to explain to us. 

Mr. Hoornacie. Our proposal for a career service will not create 
any 

r. Davis. Will not expand the Agency in any respect / 

Mr. Hoornaate. No, sir. It will simply make it possible for our 
Foreign Service reserve officers—these people we mentioned without 
security—to have a job, and for the staff corps it will set up an officer 
system for those who qualify for worldwide service and who are gen- 
eralists—generalist in the sense they are not engineers, or printers, or 
technicians of one type or another. 

Mr. Davis. What was that word ? 

Mr. Hoornacie. They are information generalists. They are gen- 
eralists in the sense that they are not specialists or technicians and 
stenographers and clerks. 

Mr. Davis. What is a “generalist” ? 
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Mr. Hoornacre. I would say that in our business we are talking 
about an information generalist, a person who can handle a cultural 
program, or a press and publications program abroad, or who can ad- 
minister one of our information centers. 

= Davis. It seems to me he could be a specialist instead of a gen- 
eralist. 

Mr. Hoornactr. I do not mean generalist in the broad sense, but 
only in terms of the information program. 

This officer would be contrasted with a radio engineer or with a 
printer or a clerk or a stenographer. 

Mr. Davis. A clerk or a stenographer is not a specialist, is he ? 

Mr. Hoornacte. No, sir; but this type of emp oyment. is specifically 
covered by the Foreign Service staff corps system. It was specifically 
designed for these types of employees in addition to the technicians 
and ‘specialists. 

Mr. Gross. Where is this legislation pending ? 

Mr. Hoornacte. It was presented to the Congress last year. It has 
not. been introduced in the House. It was introduced in the Senate 
and the Senate bill is S. 1008. 

Mr. Gross. S. 1008? 

Mr. Hoornacie. Yes, sir. Hearings were not held this year on this 
bill. However, we have had hearings on the subject before both the 
House and Senate in previous years. 

Mr. Wasuesurn. When the President sent up Reorganization Plan 
No. 8 to the Congress in June 1953, he indicated that the personnel 
arrangement for the Agency was only temporary. He said in that 
message to Congress: “It will enable the new Agency to function with 
reasonable effectiveness, but I do not consider these arrangements 
permanently suitable.” 

The President subsequently sent up to Congress legislation for a 
USIA career service in 1956 and again in 1957, ‘and, as Mr. Hoofnagle 
said, again in the last session, 1959. He said in his state of the Union 
message in January 1957 that “the voice of truth must be more clearly 
heard. To enable our Information Agency to cope with its new re- 
sponsibilities and opportunities I am asking the Congress for legisla- 
tion establishing a career service for the Agency’s oversea foreign 
service officers.” 

Actually, what we have been trying to do is to fight a cold war 
with all Reserve officers. I know that many people in this room served 
in the armed services as Reserve officers in the last war and we remem- 
ber how important the Regular professional officers of the Army, Navy, 
and the Air Force were in training us. The United States could not 
possibly have won the war without them. 

Now we are in a cold war situation and these Information officers 
are in the front lines out in these countries all over the world bucking 
international communism, and they are all reservists. There are no 
regulars in this army. 

Mr. Atrorp. Right at that point that you mentioned combating 
international communism, someone this morning, I believe, mentioned 
that there are how many foreign nationals in your employ ? 

Mr. Hoornactx. In our oversea activity there are 6,833 foreign 

nationals as of September 30. 
Mr. Arorp. Some of these are in the United States? 
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Mr. Hoornacte. No, sir, not in this group. We have in the United 
States, in addition to this number, 62 alien employees, 61 of whom are 
in the Voice of America. 

Mr. Atrorp. Do you take steps to insure the loyalty of these foreign 
nationals overseas and in the United States? 

Mr. Hoornacie. Yes, sir. The foreign nationals overseas are 
checked by the security personnel of the Department of State in the 
areas in which they are employed, and, of course, those who are used 
in the United States are given a most thorough examination. 

Mr. Arrorp. This morning we have brought out that you operate 
under the State Department; is that right ? 

Mr. Hoornacie. No, sir. We operate as an independent agency 
which was separated from the Department of State on August 1, 1955, 
We operate under the foreign policy guidance of the State Depart- 
ment; yes, sir. 

Mr. Arorp. That is what I mean. 

Now, then, you also operate in close cooperation with the ICA ¢ 

Mr. Hoornacuier. That is correct. 

Mr. Axrorp. Do you feel that there is duplication, let us say, in a 
locality where you have a mission director of the State Department, 
the ICA, and your agency ? 

Mr. Hoornacir. No, sir. If we did, we would take immediate 
steps to do something about it. We have several methods, of course, 
to avoid duplication. Certainly, one of the most effective is that in 
the Embassy there is what is referred to as the country team, whereby 
the representatives of all the major agencies sit down on a regular 
basis with the Ambassador to discuss plans and programs, 

This, in itself, is a major factor in avoiding duplication. 

Furthermore, our public affairs officer in each country checks over 
his program plans with the Ambassador and with the major elements 
of the Embassy. 

Mr. Arorp. That is what I meant, Mr. Hoofnagle, frankly. Do 
you feel there is any duplication because they set the policy? If the 
policy is set by another agency, do you not feel that there is some 
duplication here? 

_— also set the policy of dissemination of information, is that not 
true 

Mr. Hoornactr. That is true. In other words, we decide on the 
policy level about information matters, not about the foreign policy 
of the United States. I do not see duplication in this. 

Here in Washington our regional officers work daily with the re- 
gional people in the State Department. Our program and our prob- 
lems are quite different from the Department of State. This is an 
operating program. This is a program of operating overseas, and 
T think is quite unlike the responsibilities of the Department of State 
here and abroad. 

Mr. Davis. Mr. Hoofnagle, who trains your personnel in foreign 
languages 

Mr. Hoornacie. Mr. Chairman, we use the Foreign Service Insti- 
tute of the Department of State to the maximum extent possible for 
our foreign language training. We do this for a number of reasons. 

First, they have very fine facilities here and we are able to work 
out a very simple arrangement with them and then they stress the 
spoken language, which, of course, is our primary concern. 
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Mr. Davis. About how many students do you put through that 
course ? 

Mr. Hoornacie. About 70 to 80 each year. 

Mr. Davis. How long is the course? 

Mr. Hoornacte. It varies with the language. For example, with 
the Romance languages and German the course is a 4 months’ course. 
In the more difficult languages of the world, the training course is 
considerably longer, even longer than a year. 

Mr. Davis. Who are the people who go through these courses ? 

Mr. Hoornacix. These are our Foreign Service officers in the FSS 
Corps and the FSR Corps which I mentioned earlier. 

Mr. Davis. Are they newly hired people? 

Mr. Hoornacte. No, sir. We have a policy of not putting our 
newly hired officers into language training. We prefer to send them 
abroad for a period of training in the program, and experience in the 
program, before putting them into language training. 

Mr. Davis. How long do they stay over there before they are 
brought back and given this language training ¢ 

Mr. Hoornacie. Normally, several years, but I want to point out 
that a lot of people we employ already speak a foreign language, so 
it is not a question of sending a group of officers overseas who do not 
speak the language. However, we do not train new recruits before 
they go abroad if they come to us without the language. We try to 
pick those who have had the language, but if they come to us without 
the language we do not put them into language training until they 
have served a tour of duty abroad. We do not want to invest in 
language training until we have a proven person in our program, and, 
secondly, we prefer to train officers who have completed tours of duty 
overseas. 

We know their capabilities and we can develop rather long-range 
plans for them. 

Mr. Davis. If a person stays over there several years and he has 
ordinary or reasonable intelligence, he will have picked up that lan- 
guage, will he not? : 

Mr. Hoornacie. Oh, yes. We would not put a person in training 
for the language of the country where he has spent many years, but 
for the language of the country of his new assignment. 

Let us say that an officer had spent 5 or 6 years in Germany. He 
would have learned German, but if he were brought back to this 
country and his next assignment was in another part of the world in- 
volving say the Arabic language then he would be put in Arabic lan- 
guage 

Mr. Davis. You would not put him in training, then, for the German 
language where he had spent 5 or 6 years in Germany ¢ 

Mr. Hoornacie. No, sir. Our employees are assigned to training 
for a language in anticipation of their next assignment. 

Mr. Gross. On the subject of language training, did you send any 
of your people to that French villa down on the Riviera for a 12- 
week, $3,000 course in language trainin 
HoornaGie. We only sent one off 

ice, 

Mr. Gross. At Nice, that nice, plush place to learn languages, is 
that right? 


? 
cer to the language school at 
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Mr. Hoornacie. I understand so, yes, sir. 

Mr. Gross. $3,000 plus for 12 weeks, and then did you do what the 
others did, send the people who learned the French language to every 
place except where the French language is spoken ¢ 

Mr. Hoornacie. No, sir; if we put a person in French language 
training, that person goes to France or to a country in which French 
is the primary or secondary language. 

In the case of the one officer that we sent to Nice, this officer was 
assigned to France. 

Mr. Gross. That is what some others tried to tell Congress about 
some of the others who were sent there, but when the Appropriations 
Committee shook the thing down they found that any number of them 
were sent to countries where the French language was not spoken. 

Mr. Hoornacie. Mr. Gross, if I may, I invite your attention to the 
congressional hearings of this Agency before the House Appropria- 
tions Committee in which we listed our officers in language trainin 
and also the country or position of assignment or plann 
assignment. 

Mr. Gross. What does this cost you; do you have any idea? You 
say: 

* * * beginning in 1962, the Agency will require language proficiency in at 
least one foreign language as a condition for promotion * * * 
What will this cost ; do you have any idea? 

Mr. Hoornacte. Yes, sir. We do not anticipate that there will be 
’ major increase in the number of officers assigned to language train- 
ing, so this will not be a major increase in the Agency’s cost. 

As to the officers we are talking about, the 70 to 80 USIA officers 
these officers are in full-time language training. They are studying 
the language 6 to 8 hours a day. That is the group we have es 
discussing. 

However, in addition we use the State Department’s facilities in 
the missions overseas for all of our officers who study languages on 
a part-time basis usually an hour per day. We expect our officers, 
when they are assigned to a country to study the language of the 
country or the secondary language of the country through teaching 
at the post and through their own efforts to pick up the language. 
We do not anticipate that this new language requirement will cost 
a great deal of additional money ; but we hope that it will be an incen- 
tive to our officers to study the language. 

Mr. Gross. You know what I see is a big bill of expense in this 
professional career thing you have before Congress? And I can tell 
you that until I am given a better bill of goods from the USIA, I am 
going to oppose the pending legislation. I will put you on notice now 
as far as lam concerned. I am not going to be for it until I see some 
better results from your operation. I am not for it. 

Mr. Wasusurn. Mr. Gross, is Cedar Falls in your district ? 

Mr. Gross. It certainly is, and so is Iowa State Teachers College. 

Is that what you are referring to? 

Mr. Wasupurn. No, sir. 

A young officer from Cedar Falls who had been working in my 
office for a while has just gone out to be our branch public affairs 
officer in Alexandria, Egypt. He has just married a very lovely girl 
from Seattle and they have gone out there; a very smart, attractive, 
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wholesome American couple, to represent the United States of 
America. He is our branch public affairs officer there and he has one 
other American there with him and a staff of six or seven local 
nationals, and his job is to get the story of the United States told in 
that area. 

Mr. Davis. If Mr. Gross were to take a junket over there, do you 
not think there might be a possibility he might be sold on it? 

Mr. Wasuesurn. I wish he would. The thing that just about 
breaks your heart is that we cannot offer this young r officer any tenure. 
He has no legal status in his job. He has no tenure of office. He is 
working side by side with State Department. people doing good, in- 
telligent, hard work in a difficult area. He does not. have equivalent 
retirement status with them, and this situation is duplicated all over 
the world. 

Mr. Gross. There is no one sitting on this side of the room who 
has more than a 2-year tenure of office. 

Mr. Wasusurn. That is true. We just should not go on trying to 
do this work and fight the cold war with Reserve officers. 

I do hope the committee can examine this thing and give us their 
counsel and interest in helping improve the situation. 

‘ Mr. Davis. Let me ask you this. Do you have any personnel in 
ra 

Mr. Hoorn acre . Yes, sir. 

Mr. Davis. Give us a breakdown on that. 

Mr. Hoornacie. The personnel in Iraq at the present time con- 
sists of 2 Americans and 16 local employees. This is a very drastic 
reduction from the staff that has been there. Two years and three 
months ago we had 17 Americans there. 

Mr. Davis. How many locals do you have now ? 

Mr. Hoornacte. At the present time we have 16 local employees and 
2 American employees. 

Mr. Gross. What are they doing? 

Mr. Hoornacir. Of course, we have an installation there. First 
there is a question of maintenance. 

Mr. Gross. Are these maintenance people? Are they custodial 

eople? 
‘i Mr. Hoornacue. Very few of them. We are to the maximum ex- 
tent possible making information materials available. 

It is not a good situation. We hope that the situation will change 
so that we can be more active at that country. 

Mr. Gross. How many do you have over there, 17 ? 

Mr. Hoornacir. Two Americans and sixteen locals. We have 
people there teaching English. 

Mr. Gross. Are they teaching now ? 

Mr. Hoornacie. Yes, sir. We are maintaining contact with im- 
portant officials in the country, particularly the Ministry of Educa- 
tion officials and cultural leaders. 

We have an Arabic language magazine that is being distributed 
there. 

Mr. Gross. How is it that you are staying when the ICA pulled out? 

Mr. Davis. They have not pulled out. They have a force there, too. 
We had them here before the committee and ‘they said that although 
Traq had refused more than a year ago to continue to accept foreign 
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aid, they were remaining in the country because they thought they 
could change their mind about it. The reason I asked the question 
now of Mr. Hoofnagle was that I wanted to know if his group over 
there have been changing the mind of the Iraqi Government to get 
them to accept foreign aid again. 

Mr. Gross. That is a good question, but I would correct. you up to 
this point, Mr, Chairman, with all due respect. One of the answers 
we got from the ICA was that some of them were being held there 
pending reassignment. Do you remember ? 

Mr. Davis. I do not recall all that was said, but I recall they said 
they had not pulled them out, first, because they had installations 
there that had to be looked over and, second, because they thought 
they might change their mind and go back to accepting American aid 
again. 

Mr. Hoornacir. To summarize our position here, we have dras- 
tically reduced our staff in the last 2 years from 17 Americans to 2, 
and we have reduced to 16 locals from over a hundred. 

Mr. Davis. How many were there 4 

Mr. Wasupurn. 124 down to 16. 

Mr. Hoornacie. And these USIA employees are engaged in Eng- 
lish teaching for about 700 students. They include Government offi- 
cials, teachers, and others. 

Mr. Davis. And you are disseminating American information? 

Mr. Hoornacir. An American magazine in Arabic, called Life in 
America, is being distributed. 

Mr. Davis. But you are not undertaking to convince them they 
ought to begin to accept American foreign aid again? 

Mr. Hoornacte. No, sir; that is not part of our role at all. 

Mr. Davis. I am glad to know that. 

Mr. Atrorp. Mr. Chairman, if I may ask a question here, sir, on 
the side. Is not this the country in which testimony was brought out 
in our hearings that we were operating a dairy also? Is that right, 
Mr. Gross? 

Mr. Gross. Yes, I recall that at one time we were supposed to be 
operating a dairy in Iraq. 

Mr. Atrorp. And a hospital. We had a hospital that was closed. 

Mr. Gross. The Russians are now operating the hospital, are they 
not ? 

Mr. Hoornacie. I am not familiar with it. 

Mr. Avrorp. Mr. Chairman, I realize the time has long passed the 
point of ordinary morning session, but before we get away from the 
question of foreign language, and it may not appear pertinent to this, 
you gentlemen are specialists in the field of what is good for public 
relations between our country and other countries. Do you or do you 
not think it would be one of the best things in the world that we could 
do if in our public school system as a second language that we, from 
the Ist grade through the 12th grade, required Spanish ? 

Mr. Hoornacie. From our point of view, anything done to increase 
the facilities of the young men and women of this country to speak 
foreign languages is all to the good. We do find there is entirely too 
high a proportion of very able young men and women that come to 
us who simply do not have a foreign language proficiency up to the 
level to operate effectively in our program. 
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Mr. Atrorp. Obviously, the reason for me mentioning it is our ad- 
jacent countries are comprised of Spanish-speaking peoples. 

Mr. Hoornactie. May I say this, Dr. Alford: In Latin America, the 
Spanish language, and of course in Brazil, Portuguese, is almost es- 
sential for us to operate effectively. We try not to send officers with- 
out the language particularly to Latin America, except for some of our 
junior officers who do not have the language on arrival in the area. 

He r. Davis. How often does your inspection staff visit an oversea 
office ? 

Mr. Hoornacte. Not often enough, Mr. Chairman, because of the 
size of our inspection staff. We have on the inspection staff six senior 
officers of the Agency. We feel it is essential that the inspection be 
done by senior officers and this we feel is the maximum number of 
senior officers we can spare from posts and assignments around the 
world for the inspection operation. 

In answer to your question, we have inspected 25 countries so far this 

ear. 
r Mr. Davis. The 6 have inspected 25 countries this year ? 

Mr. Hoornacte. Yes, sir. 

Mr. Davis. And you have—-I believe you said you have offices in 
80 countries ¢ 

Mr. Hoornacte. Yes, sir. 

Mr. Davis. What do they look for in these inspections ? 

Mr. Hoornacue. These inspectors give a comprehensive examina- 
tion of the operations, how they are conducted, how they are organ- 
ized, evaluate the American personnel, and an appraisal of the effec- 
tiveness of our operation in the country. 

Mr. Davis. Do they evaluate the local national personnel also ? 

Mr. Hoornacte. Only in a general way. They do not aap to 
evaluate them as individuals, but only as to the general caliber of the 
staff and the level of their training and ability. 

Mr. Davis. They do evaluate the Americans as individuals? 

Mr. Hoornacie. Yes. Mr. Allen, Director of the Agency, has 
looked upon this as a most important part of the inspection operation. 
Each American at a post is evaluated by the inspector who spends 
hours with individual employees talking with each individual and talk- 
ing with associates at the post. 

r. Davis. What plans do you have to see that their reeommenda- 
tions are carried out 

Mr. Hoornacie. The recommendations of the inspectors are made 
to the Director of the Agency and the post inspected has 30 days in 
which to comment on the results of the inspection. The post will reply, 
“We have complied with this. We do not feel we can comply with 
this.” And on the basis of the reply from the post and a discussion 
with the area director, who is responsible for the program in the par- 
ticular country, a memorandum is sent to the Director of the Agency 
saying, “Here were our recommendations and here is what the post has 
carried out,” and, if there are recommendations that have not been put 
into effect, this is reported to the Director. 

Mr. Atrorp. Mr. Chairman. 

Mr. Davis. Dr. Alford. ’ 

Mr. Atrorp. Mr. Hoofnagle, possibly I misunderstood, but in 
speaking of the inspector, do you speak of a team, or are you speaking 
of one individual? 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 269 


Mr. Hoornacte. One officer from the inspection staff is assigned to 
each country inspected. 

However, when he gets to a post he makes use of the personnel 
and facilities at the post, but we only have one person going to a 
country to make an inspection. 

This inspection may require from 2 weeks, at a small post, up to 
« month or more for the largest posts. 

= Axrorp. A tremendous responsibility is upon this one individ- 
ual, then. 

Mr. Hoornacte. That is quite true, because this officer is looking 
over the shoulder of a man who has been in the country probably for 
1, 2, or more years, who knows the country, who knows his program 
in detail, and is the most senior oflicer of our organization in the coun- 
try. Therefore, we have felt that we must have our senior officers 
there and not send junior officers to inspect our field operations. 

Mr. Gross. May I ask one question ? 

Mr. Davis. Mr. Gross. 

Mr. Gross. Is Mr. Eric Johnston a member of the advisory com- 
mittee ? 

Mr. Hoornactz. No, sir. 

Mr. Gross. Or any of the subadvisory committees, as you call them ? 

Mr. Hoornacte. Our films people—— 

Mr. Gross. He is president of the Movie Producers Export Asso- 
ciation, is he not ? 

Mr. Hoornacte. Yes, sir. 

Mr. Gross. You do several million dollars worth a year business 
with the movie producers for export purposes. 

Mr. Hoornacie. With the movie industry. 

Mr. Gross. Would that be why he appeared before Congress, would 
you know, in behalf of a $16 million appropriation instead of the 
President’s budget. request of $4 million for this informational media 
guarantee program / 

Mr. Hoornacte. I am not aware of the reason for Mr. Johnston’s 
appearance. 

Mr. Gross. He did appear, did he not? 

Mr. Hoornactie. Yes, sir. 

Mr. Gross. He did appear in behalf of a $16 million program in- 
stead of a $3 or $4 million program, is that right / 

Mr. Hoornacie. Yes, sir. 

Mr. Gross. And he does do business with your organization to the 
extent of what? Several million dollars a year in the production of 
films for you? 

Mr. Hoornacir. We do a business of several million dollars a year 
with the motion picture industry but not directly with Mr. Johnston. 

Mr. Gross. He represents the people that you are doing business 
with, does he not ? 

Mr. Hoornacte. Yes, sir. 

Mr. Gross. Would there be any conflict of interest there, would you 
think, of any kind? 

Mr. Hoornactr. He does not represent the U.S. Information 
Agency and in his appearance before the committee he was not rep- 
resenting our views. 
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Mr. Gross. You also use an awful lot of New York Times and New 
York Tribunes, do you not? You pay fora lot of subscriptions to the 
New York Times and New York Herald Tribune ¢ 

Mr. Hoornacie. Yes, sir. 

Mr. Gross. Do you subscribe to and send overseas the Chicago Tri- 
bune ? 

Mr. Hoornacte. No, sir. 

Mr. Gross. Why not? 

Mr. Hoornacir. The reason being that the Chicago Tribune, to my 
knowledge, is not printed in an international edition overseas. 

The New York Times and the New York Herald Tribune are printed 
in an international edition overseas and therefore this is a primary 
reason for the use of these two papers. 

Mr. Gross. Time magazine and the selected group of daily news- 
papers and publications you pay for and send overseas? You give 
them away to ministers of foreign countries do you not? 

Mr. Hoornacie. Some. A few copies are given to the ministers of 
foreign countries, yes, sir. 

Mr. Gross. A few copies? A good many thousands of dollars a 
year go that way, is that not correct ? 

Mr. Hoornacir. That is correct. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. Gross. Yes, I am happy to yield. 

Mr. Atrorp. Mr. Hoofnagle, who determines which papers and 
magazines are sent overseas ? 

Mr. Hoornacte. The responsibility for the selection of particular 
magazines for distribution within a country is made by the country 
public affairs officer and his staff. 

Mr. Davis. Who is he? 

Mr. Hoornacte. He is the person in charge of our program in a 
country. These requests are reviewed here both in terms of numbers 
and in terms of types of material, but the initial responsibility rests 
with the person in charge of the program in the country. 

Mr. Atrorp. Mr. Hoofnagle, would you not agree that this pro- 
cedure is not necessarily consistent with the beliefs of the majority 
of the American people if you sent overseas, for example, a newspaper 
or a magazine whose editorial policy definitely does not represent the 
majority of the American people? I am talking about the nation, 
not just one locality ; say my own. 

Mr. Wasupcurn. I can just give another reason why they use the 
oversea editions of the New York Times and Herald Tribune, that 
they tend to contain a good deal of material on U.S. foreign policy 
and matters of interest to people overseas, particularly people in au- 
thority in these countries and opinion leaders in these countries, and 
therefore they are practical publications to use. 

Mr. Gross. Will the gentlemen yield? 

Mr. Atrorp. I yield. 

Mr. Gross. Certainly, they are the purveyors of the international do- 
goodism that we ought to stick our noses in every country all over the 
world and spend unlimited amounts of money doing it. They are 
the chief purveyors of that kind of propaganda. That is the reason 
why the USIA picks the New York Times, and the Herald Tribune, 


and publications of that stripe. 
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That is the reason why you pick them; is it not ? 

Mr. Hoornac.e. No, sir. 

Mr. Gross. Of course it is. You are not going to send anything 
overseas that does not carry out this propaganda idea that we ought 
to finance the world. 

Mr. Wasueurn. At the Moscow exhibition, we had a display of 
newspapers that included a good cross section across the United States. 

Mr. Gross. That is a one-time shot. Try it 365 days out of the 
year. 
~ Mr. Davis. Mr. Hoofnagle, we thank you and your associates for 
being with us today. We have not covered nearly all the ground we 
pres to cover with you or in the detail that we want to cover some 
of it. 

We are going to have some more hearings after Congress convenes 
and we probably will ask you to come back and be with us some more. 

Also, in the meantime, our staff may communicate with you to get 
certain information that we want, but we thank you very much for 
being with us today. 

Mr. Hoornacix. Thank you, Mr. Chairman and members of the 
committee, and I would like to pay particular tribute to the members 
of your staff who have been so helpful as to indicate to us the kinds of 
subject matter that you were interested in and to suggest material that 
we ought to have available for the committee. 

Mr. Davis. Thank you very much. 

We will adjourn now until 2 o’clock when we will hear representa- 
tives from the Federal Aviation Agency. 

(Whereupon, at 1:10 p.m., the committee recessed, to reconvene at 
2 p.m. the same day.) 

AFTERNOON SESSION 


Davis. The subcommittee will come to order, please. 

We will take up this afternoon the Federal Aviation Agency. We 
are pleased to have with us the Deputy Administrator, Mr. James T. 
Pyle, and his associates. 


STATEMENT OF JAMES T. PYLE, DEPUTY ADMINISTRATOR, FED- 
ERAL AVIATION AGENCY; ACCOMPANIED BY ARVIN BASNIGHT, 
DEPUTY ASSISTANT ADMINISTRATOR FOR MANAGEMENT SERV- 
ICE; FORDYCE LUIKART, ASSISTANT ADMINISTRATOR FOR PER- 
SONNEL AND TRAINING; CAPT. ALDEN C. PACKARD, U.S. NAVY, 
DEPUTY DIRECTOR, BUREAU OF RESEARCH AND DEVELOPMENT; 
A. D’ARCY HARVEY, CHIEF, PROGRAM CONTROL, BUREAU OF 
AIR TRAFFIC; HENRY S. CHANDLER, CHIEF, FIELD OPERATIONS 
DIVISION; DAGGETT HOWARD, CHIEF COUNSEL; J. MEISEL, PER- 
SONNEL OFFICER; AND H. B. ALEXANDER, DEPUTY BUDGET 
OFFICER 


Mr. Davis. We are glad to have you and these gentlemen with us, 
Mr. Pyle. 

Do you have a prepared statement ? 

Mr. Pyte. I do, sir, if I could present that. Shall I proceed, sir? 

Mr. Davis. Yes, please. 
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Mr. Prix. Mr. Chairman and members of the committee, I am 
pleased to appear before you today to discuss with you the program 
and plans for civilian manpower utilization in the Federal Aviation 
Agency. This isa matter you have under investigation and study with- 
in the Federal Government, generally. I might say, Mr. Chairman, I 
am most heartily in sympathy with the objectives of your committee, 
which I gather could be summarized as the most efficient utilization of 
our manpower. In fact, I am sure that the real interest of your com- 
mittee lies in promoting the highest degree of effective utilization in 
terms of the Federal Government as a whole, not solely in terms of 
counting the numbers employed by a particular agency. 

If this were not so, I think you perhaps would be overlooking the 
real opportunities for manpower saving that can be obtained by an 
efficient consolidation of scattered but closely related functions in a 
single new agency like the FAA. 

I point this out because I frankly believe that the creation of the 
Federal Aviation Agency was a tremendous step toward the manpower 
utilization objectives of your committee. Much of the contemplated 
increase in the size of the new agency carries with it much larger de- 
creases in manpower needs elsewhere in the Government, particularly 
in the armed services. 

In other words, the FAA will be able to provide its services to 
both civil and military aviation with far fewer personnel than would 
have been required to provide comparable services under the diffused 
organizations which existed before the FAA was set up. The new 
Agency will have to provide a greater volume of services to keep 
pace with the growth of aviation and the increasing complexity of 
flight operations, but I assure you that a large part of this necessary 
growth of the or pe is offset by greater manpower savings else- 
where, and that the overall increased manpower needs of the future 
will be far less under the new Agency than would have been the case 
under the preexisting governmental structure. 

I will return to the prepared statement. 

Since this is our first appearance before you as an independent 
agency, I should like to outline the events leading to the establishment 
of the Federal Aviation Agency and some of the problems facing us 
in the future, particularly as they will influence our needs and uses 

The phenomenal expansion of civil aviation since 1946 is well 
known to you. What is often overlooked, however, is that the con- 
tinued high level of military training flights is just as much a part 
of basic mission as control of civil air traffic, and has contributed sig- 
nificantly to the continued high demands placed on our personnel. 
Another important fact to be considered is the drastic change in the 
character of so-called general aviation flying—that is, noncommon 
carrier—from essentially local flights in small aircraft, such as train- 
ing operations, crop dusting, or something of that nature, to a really 
significant magnitude of cross-country flying in twin-engine or larger 
aircraft. 

If I could just digress from the prepared statement for a moment, 
Mr. Chairman, I would like to point out that these operations are 
getting to be astronomical, For instance, there are about 26,500,000 
operations over which we have either partial or full control. There 
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are only 31 million seconds in a year. So, about every second of the 
vear—day in and day out—we have something to do with an aircraft 
operation. 

Mr. Davis. The total number of flights, you say, is over 26 million ? 

Mr. Pywe. 26,500,000 operations are recorded, over which we have 
some responsibility. 

Mr. Davis. Does that mean that there are that many flights per 

vear? 
Mr. These are operations recorded by FAA towers, Mr. 
Davis. It would be unfair to say this represents flights. In other 
words, certain types of flights involve maybe as many as five or six 
takeoffs or landings. The term however would exclude contacts 
with radio stations, or posting of records as to the progress of the 
flight in centers. 

Mr. Davis. It might be five or six operations, then, in connection 
with one flight 

Mr. Pytr. That is correct, sir. 

I have some charts here that might give you a brief idea of the 
significant increases we are talking of. This is a forecast of the 
domestic air carrier revenue passengers in 1960, 1965, and 1970, Here 
is 1958. There were roughly 52 million passengers. In 1960, we 
estimate 66 million passengers; in 1965, 93 million; and in 1970, 118 
million. 

Of course, that is a function of the number of air carrier operations 
that take place. 

Mr. Davis. Does that include everything, commercial and non- 
commercial ¢ 

Mr. Pyte. No, sir. These are all air carrier or commercial aircraft 
run by the scheduled airlines. The next chart here shows a graph 
which indicates the amount of general aviation. This is everything 
from the little puddle jumpers, as we call them, in a local training 
operation, to the biggest business aircraft, broken down into three 
categories—pleasure and instruction flying—which is the green shaded 
area; the commercial, which has to do with crop dusting and other 
related activities, such as air taxi service—fixed-base operation, tech- 
nically ; and the last is business or corporate flying done by companies, 
in from small single-engine aircraft right up to the largest. 

Mr. Davis. That does not include the commercial passenger carriers ? 

Mr. Pytr. No, sir. It does not. As you noticed, this graph is con- 
tinuously showing an increase in size, and most significantly, in this 
blue area, which is the business flying. These are the 1958 figures. 

This one I think shows an interesting factor of increase: Instru- 
ment approaches of an airplane and the controls that we exert over 
that airplane in our towers, and instrument facilities. The yellow 
line, if you can see it, Mr. Chairman, is general aviation. You will 
notice how rapidly that is increasing, due to the increased capability 
of the pilot and the airplane to fly in all kinds of weather. 

The black is the military, the increase in the military. The red is 
air carriers, and it is tending to level off right at the moment. From 
the period 1958 to 1959, it shows a slight decrease, which was probably 
due in large measure to the strikes that took place. 

Mr. Davis. Does that chart relate only to instrument approaches ? 

Mr. Pytr. Into airports, Mr. Chairman, such as coming into Wash- 
ington or into Atlanta, or whatever it may be. 
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Mr. Davis. Just what is included in instrument approaches ? 

Mr. Pye. The term “instrument approaches” is technically the op- 
eration that a pilot carries out as he comes down from his cruising 
en route altitude to approach an airport for landing. Let us say 
he is cleared from Chicago to Washington. He may proceed at 
19,000 feet. Then he would be cleared down to an area, probably 
Front Royal. 

Mr. Davis. Radio control is considered instrument approach, then / 

Mr. Pyte. No, sir. Radio control at the en route altitude would 
not be. But when he is cleared into the Washington center’s area of 
responsibility, at a point probably Front Royal or this side of Front 
Royal, he would be turned over to approach control. Approach con- 
trol actually controls him then. 

There is a short-range radar, which brings him right on down to the 
Washington National Airport. This is the instrument approach. 

Mr. Davis. This ineludes flights, then, when there is clear visibility, 
as well as when you have to come in with this ground control approach ? 

Mr. Pyue. That is correct, Mr. Chairman. The way a great many 
pilots are flying today, they fly under what we call instrument flight 
rules, with an instrument plan, even though the weather may be clear, 
because they get added protection by using this facility that we pro- 
vide. 

I think there are a couple of other charts that might be helpful 
from the standpoint of general interest. They are somewhat large. 

These, Mr. Chairman, are two rather dramatic areas over which 
we have responsibility. This is the New York area; this is the Los 
Angeles area. This isa simulated radar display. In other words, this 
is the display as the controller would see it. Each one of these little 
black dots represent an aircraft that was present in 1956 in the New 
York area. In total, 123. 

We estimate that by 1975, the picture will be somewhat like this. 

Mr. Davis. What does that mean? That in 1956 there were 128 air- 
craft stationed there ? 

Mr. Pye. 123 in the air at a given time. 

Mr. Davis. At any given time? 

Mr. Pytr. At a typical peak period. 

Mr. Davis. That is what I mean, yes. 

But there were that many aircraft in the air within a 50-mile 
radius? 

Mr. Pyze. That is right: yes, sir. 

Mr. Gross. That is military and all other types? 

Mr. Pye. Military, civil, private, air carrier, and so forth. 

This is what will be happening in 1975, in accordance with our fore- 
casts. It is merely a dramatic way of showing it, Mr. Chairman. 

This is the situation in Los Angeles, 270 aircraft. Here is what it 
would look like in 1975, according to our forecasts, about 730 aircraft. 

I would point out in the case of Los Angeles that one reason for the 
difference is, of course, it is a manufacturing center, and there are 
many test operations going on there. 

This, Mr. Chairman, is just to show the increasing number of air- 
craft and aircraft movements in terms of thousands of aircraft. In 
1936, there were roughly 30,000 aircraft. In 1956, the number had 
increased to about 85,000. In 1975, according to General Curtis’ report 
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to the President, there would be about 123,000. The number of move- 
ments rose here from about 4 million in 1936 to about 65 million here in 
1956, and they estimate probably 118 million in 1975. 

The last point I think we all must bear in mind when we are deal- 
ing with aircraft is the range and speed of these aircraft. Here is a 
helicopter, which can go literally no miles an hour, can hover—and 
this presents some problems to us: the DC—3, which we all know came 
into inventory in about 1935 and is still being flown now at approxi- 
mately 150 miles an hour; the DC—7, 360 miles per hour; and the jets, 
Boeing 707 and DC-8, roughly 550 miles per hour; and the military 
F—-104, exceeds mach 2, which is twice the speed of sound, roughly 
1,500 miles an hour. 

Mr. Gross. When do you expect a diminution, as you stated, of 
military flying? 

Mr. Pyte. Mr. Gross, we are already beginning to see the effects of 
a slight reduction in activity in the military environment in terms 
of numbers of aircraft. However, the numbers of hours flown are 
remaining fairly constant right at the moment. I would like to check 
with Mr. Harvey on this point to be sure. 

Mr. D’Arcy Harvey, sir, from our Bureau of Aircraft Management. 

Mr. Harvey. The hours flown in military flying have declined 
slightly during the past year, and there is some evidence that this will 
continue in the near future. But the present rate is not significantly 
less than the peak of a year or two ago. 

Mr. Davis. You may proceed, Mr. Pyle. 

Mr. Pyte. These factors I have mentioned, the increasing numbers 
of aircraft as well as the unprecedented growth of the commercial air 
carrier business, and particularly the increasing size and speed of all 
aircraft, culminated in a situation several years ago in which it be- 
came painfully evident that Government aviation programs as then 
conceived could not cope with the situation then extant, not to speak 
of developments just over the horizon. 

The clear alternatives were either a very rapid expansion of Federal 
programs or a stifling of further progress in all phases of our aviation 
industry, with a consequent loss of our position of world leadership 
in aviation matters, both civil and military. The Congress examined 
these alternatives through both substantive committees and the ap- 
propriations process. The result was a strong approval of the pro- 
gram expansion and the legislation which created a new independent 
aviation agency. 

Until the organization of the Federal Aviation Agency, Federal 
responsibilities for aviation programs were widely dispersed to a num- 
ber of Government agencies, including, in certain limited cases, the 
Office of the President itself. To insure that the prerogatives of all 
interested agencies were protected, any major decision had first to be 
screened by a number of interagency committees. 

As problems of aviation became more complex, a number of special 
studies were conducted between 1948 and 1957 by special groups 
appointed by the President or by the Congress. The latest of these, 
headed by Mr. Edward P. Curtis as special assistant to the President 
for aviation facilities planning, resulted in a set of recommendations 
which urged the creation of an independent aviation agency, into 
which would be consolidated “* * * all the essential management 
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functions necessary to support the common needs of the military and 
civil aviation of the United States.” 

Mr. Davis. We would like to have for the record, if you please, Mr. 
Pyle, the names of the members of the committee headed by Mr. 
Curtis to study aviation problems. 

Mr. Pyte. Mr. Chairman, I would be delighted to furnish that. 
Would it be helpful if we submitted a copy of the Curtis report for 
the record? We would be glad to furnish it. 

Mr. Davis. How long is that? 

Mr. Pyte. It is a brief report, just the basic report itself. 

Mr. Davis. Yes, if you please, submit that also. 

Mr. Pye. Would it be helpful to submit several copies so the other 
members perhaps could see it ? 

Mr. Davis. Well, we can insert it in the record. 

(The material referred to follows :) 


MEMBERS OF COMMITTEE HEADED BY EDWARD P. CuRTIS 


In May 1955, the Bureau of the Budget established an aviation facilities study 
group, which was asked to prepare a report on the following: 

1. Should a study of long-range needs for aviation facilities and aids be 
undertaken? 

2. What should be the coverage of such a study, if it should be made, 
including an indication of the specific areas and subjects which seem to 
require particular attention? 

3. How can such a study, if made, best be organized and conducted? 

With one exception, this group, headed by William B. Harding, of New York, 
consisted of civilian consultants who were reimbursed only for actual travel 
expenses in accordance with Standard Government Travel Regulations, plus 
$10 per day in lieu of subsistence. These consultants were: 


William B. Harding Harold R. Harris 
George P. Baker Jerome Lederer 
Fred M. Glass T. F. Walkowicz 


N. E. Halaby 


Mr. J. Gordon Bennett, a career civil service employee, was detailed from the 
Department of Commerce to serve as staff director and member of the group. 
The Department of Commerce also provided the services of one secretary- 
stenographer. 

This group made its report to the Director of the Bureau of the Budget on 
December 31, 1957, and was disbanded. 

On the basis of the group’s recommendations, the President, in February 
1956, appointed Mr. Edward P. Curtis, of the Eastman Kodak Co. as his special 
assistant for aviation facilities planning. 

Mr. Curtis was responsible for— 

1. The direction and coordination of a long-range study of the Nation’s 
requirements for aviation facilities. 

2. The development of a comprehensive plan for meeting in the most 
effective and economical manner the needs disclosed by the study. 

3. The formulation of legislative, organizational, administrative and 
budgetary recommendations to implement the comprehensive plan. 

In order to accomplish this job as expeditiously as possible, Mr. Curtis had 
three principal assistants: Mr. J. Gordon Bennett was his executive assistant ; 
Mr. James N. Davis, obtained from the Department of the Army, as a $50 
per day consultant to handle the organizational and budgetary implications 
of the job; Mr. James L. Anast, a career civil service employee, was detailed 
from the Air Navigation and Development Board to assist Mr. Curtis in the 
technical aspects of his job. 

In addition to the above, Mr. Curtis contracted with the Airborne Instru- 
ments Laboratory, the Aeronautical Research Foundation, and the Cornell 
Aeronautical Laboratory to assist us in developing national requirements for 
aviation facilities : 1956-75. 
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On the highly technical aspects of systems engineering under Mr. Anast, we had 
the services of the following consultants: 


W.0o.¢. : W.a.e. ($50 per day) : 
Preston R. Bassett ' Lloyd J. Perper 
Dr. Ralph P. Johnson Norman R. Smith 
Martin A. Warskow Michael Witunski 


Reimbursable detail from other Government agencies : 
Dr. Ralph W. Queal (Wright Air Force Base). 
Dr. Sam Alexander (National Bureau of Standards). 
Contract: Gordon R. Dewey (Gordon R. Dewey Co.). 

Mr. Curtis completed his planning job in May 1957. A copy of Mr. Curtis’ 
report is attached. 

Mr. Curtis was succeeded as special assistant to the President by Mr. E. R. 
Quesada in June 1957. It was Mr. Quesada’s assignment to implement the recom- 
mendations of the Curtis report. 

Mr. Quesada served as Presidential assistant until the Federal Aviation Agency 
was created and the majority of the Curtis report recommendations were 
implemented. 

Mr. Quesada has since been appointed the first Administrator of the Federal 
Aviation Agency. 

Mr. Pyte. The new agency should combine the then existing Civil 
Aeronautics Administration, the safety regulation function of the 
Civil Aeronautics Board, air traffic control activity of the military 
services, and other activities then handled by a number of interagency 
committees. 

Secondly, Mr. Curtis’ group recommended an interim Airways Mod- 
ernization Board to develop— 

* * * future systems which are needed to provide the necessary communications, 
navigational aids, and control needed to accommodate the future air traffic in 
the United States * * *. 

The creation of such a Board by the act of August 14, 1957, and later 
its absorption by the Federal Aviation Agency under the terms of the 
act of August 28, 1958, implemented the major recommendations of 
the Curtis group. uel 

In the words of Mr. E. R. Quesada, its first Administrator, the Fed- 
eral Aviation Agency is— 

* * * more than an expanded CAA or modified AMB, or a revamped military 
Airways and Air Communication Service. 

Mr. Davis. Mr. Quesada was a former general in the Air Force, I 
believe. 

Mr. Pyir. Yes,sir. He was a lieutenant general. He retired from 
the Air Force, and then resigned his commission at the time he took 
over the Federal Aviation Agency. 

Mr. Davis. There was some special legisiation enacted, I believe, to 
take care of the situation so he could do that. 

Mr. Pyte. Yes, sir. 

Mr. Davis. Was he on the Curtis committee ? 

Mr. Prue. No, sir. At the time that Mr. Curtis returned to his 
occupation as vice president of Eastman Kodak, Mr. Quesada then suc- 
ceeded Mr. Curtis as the special assistant to the President for aviation 
facilities planning. He was then named as chairman of the Airways 
Modernization Board. When the Federal Aviation Agency became 
law, as a result of the constructive action of the Congress, he was then 
named its first Administrator. 
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Returning to the statement, Mr. Chairman, Mr. Quesada said: 


It is a true Federal aviation agency, in which are combined specific aviation 

functions now scattered among several agencies * * *. 
This Agency as now constituted is concerned with progress in all 
phases of aviation. The consolidation of services provided for non- 
tactical military air operation with those provided for civil aviation 
establishes a broader scope of operational responsibility for the Fed- 
eral Government. 

Mr. Davis. What new functions did this new Agency assume when 
you became independent of the Commerce Department ¢ 

Mr. Pyte. Specifically, Mr. Chairman, I think this is developed in 
the statement, but I will summarize it very briefly. 

The most important, I think, in addition to carrying on the work of 
the CAA, was the rulemaking authority that previously had been 
carried out by the Civil Aeronautics Board. It also had increased 
responsibility in the allocation of airspace, which is a very important 
function and has, of course, a great deal to do with the military, the 
relationship with the military ‘and its use of the airspace. 

We were given more responsibility and authority in carrying for- 
ward research and development than had ever been granted to the 
Civil Aeronautics Administration. We have also assumed certain 
operational responsibilities which were discharged by the Department 
of Defense. These are matters which we are working out now as to 
the manner in which to implement this latter responsibility. 

Was there anything further on that ? 

Mr. Davis. No, sir. 

Mr. Pyze. In addition to creating a more efficient organization for 
the conduct of existing aviation functions, the 1958 act provides the 
authority for further consolidations of common civil-military air 
traffic control functions which represent ne utilization im- 
provements in the broadest sense of the term. I speak here of the 
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plans for the assimilation of all nontactical military traffic control 
functions by the Federal Aviation Agency on a worldwide basis. In 
this context, my reference to traffic control functions includes all 
aspects of the operations and maintenance of the complicated radar, 
communications, navigation aids, and other electronic equipments uti- 
lized in this operation. 

The act also provides for the participation of military personnel 
in carrying out the functions of the new Agency, such personnel to 
be under the complete administrative control of the Administrator. 

Mr. Davis. How many military personnel have you added to your 
staff? 

Mr. Pye. Mr. Chairman, 101 officers have been added. They are 
from the three branches of the services: The majority from the Air 
Force, next in number are the Navy, and the Army also has provided 
a few. Iam reminded also of one from the Coast Guard. 

Mr. Gross. You say these are all officers ? 

Mr. Pyte. Yes, sir; at this time, Mr. Gross. As we implement some 
of these functions of taking over military operations that I have just 
referred to, there will be probably some other personnel that may well 
be assigned to the Agency. At the present time there are none. 

Mr. Davis. What are the ratings of these officers 

Mr. Lurkxarr. They range from major general through major, or 
equivalent ranks. 

Mr. Davis. About how do they run?) How many major generals? 

Mr. Lurkarr. One, and I believe we have two brigadier generals 
and two captains from the Navy. Of the rest, the largest group is the 
colonel and lieutenant colonel. 

Mr. Pyte. Mr. Chairman, we could furnish for the record a com- 
plete breakdown if that would help. 

Mr. Davis. I wish you would. 

(The material referred to follows:) 
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Mr. Davis. I want to ask you, do you plan to keep them all on a 
permanent basis? 

_ | ee Mr. Chairman, I would like to speak to this point, if 
I could. 

In the first place, we have been extremely fortunate in the caliber of 
the officers that have been assigned to us. They have been hard- 
working individuals. They have contributed extensively of their 
knowledge and experience to many of our problems. 

As I have tried to make evident, a great part of our responsibility 
is directly to the military services, for carrying out traffic control on 
other functions. As a result, it has been extremely helpful to have 
these knowledgeable officers. 

I would not like to leave this point without making it very plain 
and emphasizing that the three branches of the service have sent their 
best men to us. We have gotten extremely good men, and they are 
contributing effectively in carrying out their assignments for the 
FAA. 

Mr. Gross. Do you mean there are not among the enlisted person- 
nel some of the skills you need? 

Mr. Pyte. I think it could well be Mr. Gross that there are some. 
We do not, however, have any assigned to us at the present time. As 
we take over some of these additional functions, undoubtedly there 
will be some that will be made available. 

This is a good point. 

Mr. Davis. I gather, then, it is your plan to keep these officers on 
permanently. Is that right? 

Mr. Pyuz. Yes, sir. 

I might explain, though, that they are on a rotation assignment. of 
duty. evetily 3 years would be their tour of duty with us, and then 
they return to a military assignment and are replaced by other 
officers. 

Mr. Davis. I do not suppose there is any duplication of functions 
on the part of these officers and civilian personnel ? 

Mr. Pyte. No, sir. No, they are assigned specific job functions in 
the various departments or bureaus of our agency and carry them out 
just as if they were civilians. 

Pe Davis. How many of these officers are in your Washington 
office ? 

Mr. Pyte. I think they all are at the present time. 

Mr. Lurgkarr. There are some military officials at our facility at 
Atlantic City, the exact number of which I cannot give you now, but 
could supply. 

Mr. Pyze. We will give a complete breakdown, Mr. Chairman, of 
the numbers, the grades, and the bureaus to which they are assigned. 

Mr. Davis. Thank you, sir. 

Mr. Pyzz. I will go on, then. 

We have accomplished this by placing highly qualified military 
leew in operating jobs based on their qualifications and abilities. 
No new jobs were created for this purpose. This, we believe, accom- 
plished a twofold benefit by bringing in new ideas and at the same time 
affording us realistic advice as to the needs and special problems of the 
armed services. 
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I turn now to a general forecast of our operations over the next few 
years. 

First, I should like to comment on the growth trends of aviation 
in general. In 1956, as we say on the chart, there were approximately 
85,700 aircraft, including military, operating within the national air- 
space. These aircraft generated an estimated total of 65 million move- 
ments into and out of the Nation’s airports. 

I might make one correction, Mr. Chairman. When I spoke earlier 
of those 26 million operations, I was a little confused. Those are ac- 
tually landings and takeoffs, and I have been corrected by one of my 
sail staff members. The 65 million referred to here are the over- 
all operations in the airspace. The 26 million referred to those out of 
airports at which there were Civil Aeronautics Administration towers, 
now being, of course, run by the FAA. The 65 million are all opera- 
tions, private airports and anything else that happened in the air- 
space. 

“4 his 1957 report, Mr. Curtis estimated the equivalent 1975 fleet 
to be 123,000 aircraft generating about 112 million annual movements. 
The trends experienced since Mr. Curtis’ report was issued have gen- 
erally been in line with his forecasts, which are still used as our basic 
planning guidelines. While these forecasts show something less than 
a doubling of total aircraft movements in a 20-year period, they will 
be performed by larger and faster aircraft sik-oahed is more im- 
portant to you in your study of manpower utilization—the percentage 
of the total under positive traffic contro] will increase from approxi- 
mately 10 percent at the present time to more than 90 percent by 1975. 

This latter factor is important, since it is those flights under posi- 
tive control which generate the workload, and therefore manpower 
requirements, of the Federal Aviation Agency. 

The second major factor in our future plans is the planned shift 
of military nontactical traffic functions to the Federal Aviation 
Agency. 

Mr. Davis. Is it your plan that this agency will handle air traflic 
at military bases as well as civilian airports? 

Mr. Pyte. Yes, this is the plan which we are now developing, to- 
gether with the Department of Defense, to assume these operations: 
the traffic-control towers, the approach-control facilities, the flight- 
inspection activities of military aid by our agency, just as fast as we 
can, provided that there are certain provisions made to guarantee 
service to the military under all conditions. This is a basic problem 
which we must resolve. 

Mr. Davis. Do you plan to use civilian air controllers at our military 
bases overseas ? 

Mr. Pyte. Yes, sir; provided, as I say, that the arrangements can 
be made so that they will carry out their functions under all condi- 
tions. We must, in other words, insure the military services of con- 
tinued service under all conditions. 

Mr. Gross. Is that going to displace military personnel, Air Force 
and Navy? I assume that would be the bulk of them, wouldn’t it? 

Mr. Pyte. That is corsrect, Mr. Gross, and it will. It will replace 
some of these people. 

In fact, I think it will do more. We can perform these same func- 
tions with considerably fewer people, bodies, than they are able to. 
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And I do not mean this as criticism of the military. It is due to 
the very manner in which they have to carry out this function: con- 
tinuous turnover, continuous training. Our people will be career peo- 
ple who will stay on, we will not have this turnover, and they can doa 
better job. 

But it is not criticism of the military, I hope you understand. 

Mr. Gross. Your people are not being hired away from you now? 

Mr. Pye. No. In the traffic-control function, Mr. Gross, we are 
expanding continuously to meet the requirements of our service. As 
new towers, new facilities, come into being, we must man them. There- 
fore, we have a continuous growth in our traffic-control complement. 

I might point out, Mr. Chairman, that this plan is presently under 
active discussion at the Department of Defense. Because, as a civilian 
agency, we would not be faced with the same degree of personnel 
turnover as the military services, the same essential services would be 
performed with a significantly less expenditure of manpower, and, for 
the same reasons, more efficiently. 

Finally, through our research and development organization, we are 
conducting an intensive program to develop better equipment and bet- 
ter methods of meeting future demands on our traffic control and navi- 
gation systems. 

Mr. Davis. How large a research and development organization do 
you have, Mr. Pyle. 

Mr. Pyrex. In terms of numbers of personnel, Mr. Davis? 

Mr. Davis. Yes, and also the area in which you are researching and 
developing. 

Mr. Pye. I am going to ask Captain Packard, who is the deputy 
director of the Bureau of Research and Development, to respond to 
that question, if I may, Mr. Davis. 

Captain Packarp. I am one of those officers on active duty with 
the Federal Aviation Agency, Mr. Chairman. 

The authorized personnel strength of the Bureau of Research and 
Development of the FAA for fiscal year 1960 is 844, of which we 
actually have 624 people on board today. 

The general area of operation of the Bureau of Research and 
Development is applied research and development of devices, equip- 
ments, methods, and procedures to improve the efficiency, safety, and 
capacity of the air traffic management system of the Nation, primarily 
in the areas of air-traffic control and navigational devices, and as an 
organization to assist the other bureaus in FAA to establish safety 
measures and to establish standards of safety. 

Mr. Davis. Are these all civilian personnel ? 

Captain Packarp. No, sir. In the Bureau of Research and Devel- 
opment, I have 53 military personnel at the present time. 

Mr. Davis. And the remainder are civilians ? 

Captain Packarp. Yes, sir. 

Mr. Davis. How do they run in grades? 

Captain Packarp. The civilians or the officers ? 

Mr. Basnicur. 9.5 is the average grade in the GS service. 

Mr. Davis. How do they run in the military ? 

Captain Packarp. I am a Navy captain; I have three colonels, 
which is a comparable rate in the Air Force; and the majority are 
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lieutenant colonels or commanders in the Navy, and majors—about 
that spread. 

Mr. Davis. As to the civilian grades, how many Public Law 313’s 
do you have, and how many supergrades ? 

aptain Packarp. There is one special, the director, Mr. James 
Anast; there is one Public Law 313; there is one GS-17, and 13 
GS-16’s, or a total of 16 supergrades. 

Mr. Davis. Thank you, sir. 

Do you contract out any research work to independent contractors ? 

Captain Packarp. Yes, sir. The great majority of our develop- 
ment of equipment itself is through contract with outside concerns. 
The investigation of procedures, traffic counts, and this type of thing 
is done to some degree with inhouse personnel. 

Mr. Davis. How many of such contracts do you have? 

Captain Packarp. Roughly 200 total contracts. 

Mr. Davis. That you contracted to outside concerns. 

Captain Packarp. Yes, sir. There are 131 contracts to private 
industry, 2 contracts to schools or universities, 10 contracts to non- 
profit institutions such as the Franklin Institute in Philadelphia 
and the Cornell Research Laboratory, and there are 57 contracts with 
Government agencies, such as the Bureau of Standards, the Navy 
in some instances, or other currently operating agencies. 

Mr. Davis. That seems to be more of these contracting-out opera- 
tions than we run across in any other Government agency. What is 
the wen for so many contracts with outside agencies or outside con- 
cerns ¢ 

Captain Packarp. The primary reason for the number of contracts, 
particularly in the equipment areas, is frankly that the civilian indus- 
try of the country, for instance, the Bell Telephone Laboratories, 
Western Electric, and the large electronic companies, have facilities 
which we do not have to develop the type of equipment we need. It 
would take a long time to develop a Government-operated laboratory 
with the capability that the current organizations outside have. 

As an example, we have a contract with the General Precision Lab- 
oratories for a data-processing computer. This is contracted outside. 
That company currently ceasieve 614 people on the contract, which is 
almost the same number as employed in our entire bureau. 

Mr. Davis. What items do you have these contractors working on ? 

Captain Packarp. The development of data-processing equipment, 
such as computers; the data and display equipments which the con- 
trollers in the various traffic control centers use; improved radar 
equipment, such as height-finding radars, improved communications 
equipment, navigation ee Seo blind landing equipment, anticol- 
lision devices, improved lighting, improved runway structures, high- 
speed turnofis—the whole gamut of the physical devices which we 
employ in Federal aviation. 

Mr. Davis. Are those devices that you already have as well as those 
that you are shooting for? 

Captain Packarp. Inservice improvement; yes, sir. We have such 
things as the glide path—a part of the instrument landing equip- 
ment—which we know has some current deficiencies. We have now 
under test a greatly improved localizer and guide path equipment, 
io is really an inservice improvement of equipment already in- 
stalled. 
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Mr. Davis. Are these contracts made on a fixed-amount basis or on 
a cost-plus basis, or just how is the compensation arrived at? 
Captain Packarp. Almost all of the contracts are cost plus fixed 


ee. 

Mr. Davis. What does the fee amount to—6, 7, or 8 percent? 

Captain Packarp. It is generally negotiated in the area of 6 to 7 
percent. 

Mr. Davis. Could you give us any idea as to what it means in 
money, in dollars? 

Captain Packarp. Total contracts that we have under operation to 
date, about $47 million, which includes the past 214 years since the 
Airways Modernization Board and the Bureau of Research and De- 
velopment have been in existence. 

r. Pyte. Mr. Chairman, excuse me for interrupting, sir, but 
there is a description of this, or a breakdown of this in response to 
one of your questions, in our supplemental statement. 

Mr. Davis. Did I understand you to say that you have listed the 
contractors in this supplemental statement ? 

Mr. Pye. Not the listing, sir, but just the breakdown of the 
amount, 

Mr. Davis. I wish you would give us a list of the contractors. 

Captain Packarp. Yes, sir. It may be of interest that our prog- 
ress report for the Bureau of Research and Development is sched- 
uled to be released from the Government Printing Office on Decem- 
ber 11, and in that is a complete listing. I have here a galley proof 
of the pages with those contractors listed. We will be glad to furnish 
the committee with a complete report on December 11, or I will give 
you this now, as you wish. 

Mr. Davis. Whichever is more convenient to you. 

(The report referred to was submitted and is retained in the com- 
mittee files. ) 

Mr. Davis. Let me ask you one more question. 

Is there a termination date for these contracts, or a termination 
period, or will they go on and on indefinitely ¢ 

Captain Packarp. Cost-plus-fixed-fee contracts, which are used 
by the majority of Government agencies for the development of -“e- 
ment, wherein the actual specifications may not be able to be clearly 
spelled out at the time the contract is let, but generally state an esti- 
mated completion date. There is no actual termination date spelled 
out, as you might do in a fixed-price contract where there is a penalty 
clause for failure to deliver. Because of the inability to write a 
formal specification at the time the contract is let this is not generally 
done in a cost-plus-fixed-fee contract. 

Mr. Davis. Do you have sufficient controls? 

Captain Packarp. Yes, sir. There is an estimated completion date 
when the contract is signed, and very close technical scrutiny and 
management scrutiny are maintained through the life of the contract. 
Any overrun in cost, of course, results in no additional fee for the 
contractor. 

Mr. Gross. I am not quite clear. Are these contracts all production 
contracts ? 

Captain Packarp. No, sir. The Bureau of Research and Develop- 
ment does not engage in contracting for production. 

4994260 —19 
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Mr. Gross. Those are all what might be called nonproduction con- 
tracts, then? In other words, these are not contracts for a given pro- 
duction as such, is that correct ? 

Captain Packarp. We get from these contracts a developmental 
wah or one for evaluation, or perhaps a prototype. Then this is sub- 
jected to test and evaluation at our National Aviation Facilities Experi- 
mental Center at Atlantic City, which is the air station, so to speak, 
and the test station. If it proves to be satisfactory, efficient, safe, and 
economically sound to manufacture, we turn the specifications over to 
the Bureau of Facilities of the Federal Aviation Agency, which is the 
procurement bureau for the agency, and which would then buy in 
quantity and install in the operating areas of the agency. 

Mr. om Do you have any contracts with Ramo-Wooldridge ? 

Captain Packarp. Yes, sir, we have a small contract for computers 
with Ramo-Wooldridge, in which they are supplying us with an RW- 
300 type digital computer and the technical personnel to maintain it. 

Mr. Gross. Is that also a 6 or7 percent fee 

Captain Packarp. Yes, sir; 6 percent, I believe. 

Mr. Gross. Do you have anything with Johns Hopkins? 

Captain Packarp. No, sir, I believe not. 

Mr. Gross. I didn’t think you would. The Navy seems to be taking 
pretty good care of them. 

How about the consulting type of contract, that is, the contracting 
for the services of consultants? I suppose there is an element of con- 
sulting in the contracts that you have now. Are there any strictly 
consulting contracts ? 

Captain Packarp. Not in the terms of personal services contracts. 
We contract for a task, as we have contracted, for instance, with the 
Franklin Institute in Philadelphia for a traffic study. We have con- 
tracted with the University of Michigan for studies of ways to improve 
traffic handling. We have contracted with other organizations for 
traffic counts, and then, of course, with organizations for the actual 
development. 

Mr. Gross. Do you have any management engineering contract ? 

Captain Packarp. No, sir. 

Mr. Pyrite. No we have not, sir. 

Mr. Chairman, I think it might be pertinent to point out that one of 
the biggest problems with which we as a country have been faced, and 
one of the reasons which prompted the Congress to set up the Federal 
Aviation Agency, was the lack of adequate research in this whole area 
of traflic control. As I pointed out in the statement, even before the 
Federal Aviation Agency was formed, the Airways Modernization 
Board was created by act of Congress, because of this very deficiency. 

Quite frankly, we are in a desperate period of trying to catch u 
because of failure to recognize the deficiencies in our air traffic contro 
system. This is the task that this Bureau of Research and Develop- 
ment has assigned to it and is carrying out diligently, trying to invent 
our way by new techniques, new procedures, and use of ingenuity, 
to get ahead of this traffic control situation. 

And we have not done it yet, sir. 

Mr. Gross. Of course, I asked the question because T wanted to be 
sure you were using the brainpower that you have over there and not 
going beyond your own personnel for things that you can do your- 
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selves. We find altogether too many Government agencies—at least, 
I do; I cannot speak for the rest of the committee—farming out 
things under cost-plus contracts that they ought to be doing them- 
selves, “inhouse,” as it is called, with the people they have instead of 
resorting to cost-plus contracts. 

Mr. Pytx. Mr. Gross, I can only say I share your concern. It is up 
to us on the administrative side of our house to be sure that we are 
not following this tendency in letting it get out of hand. 

I do not think we are. I think we have a proper balance. But 
there are certain technicians, certain scientific knowledge that is ex- 
clusively in industry, and this we have to buy. I think it is about 
that simple. 

Mr. Davis. I want to digress a moment from your statement, if 
I may, Mr. Pyle. 

I have had an inquiry from a constituent about a civil aeronautical 
regulation amendment 60-14. Are you familiar with that? 

Mr. Yes, sir; Iam. 

Mr. Davis. This inquiry goes on to say that this amendment went 
into effect January 1, 1959, or was in effect in January 1959, and yet 
no major part of the regulations has been put into effect, and that a 
movement is on foot now to further delay it until July 1, 1960. 

What is that about ? 

Mr. Pye. Mr. Chairman, I had a 3-hour meeting in my office this 
morning about this whole problem. It is an extremely complex prob- 
lem which has to do with trying to free up certain of the airspace for 
general aviation. It would take me a great length of time to try to 
explain, and I am not sure I would not end up by confusing you. 
But that is the objective of the rule. 

Unfortunately, the rule was so worded that we cannot achieve this 
objective, in my humble opinion. This is the real problem. 

I must add, Mr. Chairman, that I do not think we are wholly guilt- 
less in this area. I think we should have found that out a iot sooner, 
and I am not a bit happy with the position in which we now find our- 
selves. But the facts are that from a practical standpoint, the rule 
as now written does not buy the country or the private flyer or any- 
body anything. I think we have to face up to the fact that we may 
have to rewrite the rule. It isa disgraceful situation. 

Mr. Davis. When will you reach some conclusion about it? 

Mr. Pyte. We have to do it before January 1 of this year, Mr. 
Chairman. 

Mr. Davis. Do you anticipate that the existing rule will be placed 
into effect by that time or if not, that some new rule will be effected 
and placed into effect by the same time to accomplish the aim of the 
old one? 

Mr. Pyrite. We cannot do this, Mr. Chairman. This is the area in 
which I am not at all happy, as I say, with our position. It is physi- 
cally impossible to implement this rule by the date of January 1, 
1960. Any different rule would have to go through the rulemaking 

rocess. 

I think that we can achieve the very objective that the rule is shoot- 
ing for—and the objective is good, Mr. Chairman. We want to free 
up some of this airspace so that others can use it. Our biggest problem 
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today, sir, is the lack of airspace. There is not enough airspace to meet 
the requirements of all users, civilian and military. 

What we have to do is to try to eke out every little square inch of 
airspace and make its use more efficient than it is today. This rule 
does not achieve it, and it has certain features that are, in my opinion, 
inherently dangerous. As a result, I think we have to face up to the 
hard facts of life. We will be unpopular with everybody, but I think 
we have to this job properly. 

Mr. Davis. You say it would have to go through the regular rule- 
making procedure. What lapse of time is necessary for that? 

Mr. Pyte. I hate to be a pessimist, Mr.Chairman, but I do not think 
we can come up with anything before July 1 of next year. It would 
be about a 6-month delay. And this is about where we end up. 

Mr. Gross. I think you have a letter from one of my constituents 
on that same subject. This is a subject which private flyers are most 
interested in: is it not ? 

Mr. Pyte. That is correct, sir. 

Mr. Gross. I think I have another letter downstairs now on this 
same subject, and I will be very much interested in having your 
answer. 

Mr. Pye. We will keep you posted, Mr. Gross. 

I would say that we have hundreds of letters on this subject. 

Mr. Gross. I am sure you do. 

Mr. Pyte. It is a very important problem. But I feel we would 
not discharge our responsibility properly by just going out and put- 
ting the rule through because it is there. I think we have to put out 
a proper rule that does the kind of job we are supposed to do. 

Shall I continue, Mr. Chairman. 

Mr. Scorr (acting chairman). Yes, sir. 

Mr. Pyte. We are convinced that adding more and more manpower 
to the existing system is not the long-term solution, and that sig- 
nificant new developments in methods and equipment must be made 
if foreseeable advances in aviation can be realized without a lessening 
of safety. Even so, our preliminary forecasts for 1965 indicate that 
our manpower requirements will result in significant personnel growth, 
irrespective of the assumption of present military functions. 

In summary, Mr. Chairman, this Agency faces a challenge now and 
in the future. Aviation will continue to grow and make significant 
technological changes. This is part of the progress in our national 
scene. 

I might just mention one point, Mr. Chairman, that was referred 
to by Captain Packard as an example of this research and development 
work. 

In my opinion I think it is high time we developed an all-weather 
flying capability, so that you as a passenger could come into the Wash- 
ington National Airport when there was absolutely no visibility and 
no ceiling, with perfect safety. I think this is within the state of our 
capability today, and it is the research and development, and par- 
ticularly development, that will make this possible. 

As we bring together the common civil-military air services, the 
demands for manpower growth in our area will be substantial for 
several years to come. The rate of increasing requirements of man- 
power growth will begin to level off as improved equipments are 
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developed through research. We look forward to progress in all forms 
of aviation, and the keynote in progress as far as our governmental 
activities are concerned is safety. 

Mr. Chairman, before I close, I would just like to mention one last 
point. That is, that it would be a real privilege and an honor to Mr. 
Quesada and myself if we could have the members of the committee 
come down and see some of the things that we are doing and trying 
todo. We have, it happens, a complete set of facilities here: A tower, 
an instrument approach control facility, an en route center, right here 
in Washington. We would welcome the opportunity to take the mem- 
bers of the committee, and any of the staff members who could find the 
time, through these facilities and show you how they work, what these 
people are doing. 

Mr. Gross. Where isthat? The National Airport ? 

Mr. Pyte. Yes, sir; at the National Airport. 

I was delighted that Mr. Breuer of your staff was able to come 
down and visit us. This was excellent. And I would really consider 
it a privilege if some of the others of the members could come down 
and go through our facilities. 

I would also like, for any that could find time, make the arrange- 
ments to go up to Atlantic City and see our experimental and test 
facilities up there. It is gradually developing. 

I feel this would perhaps be helpful in evaluating the kind of work 
we are doing. I have perhaps also a selfish motive. Frankly, I am 
quite proud of the job these men and women of the Agency are doing, 
and I would like the members of the committee to see the type of jo 
that these dedicated public servants are carrying out. 

Mr. Scorr. I know it would be interesting and no doubt helpful. 

Mr. Pyte. Sir, I have a supplemental statement which is specifi- 
cally responsive to certain questions which were enumerated in a letter 
that we received from your committee, dated October 27. 

Mr. Scorr. That will be included in the record at this point. 

(The materia] referred to follows:) 


SUPPLEMENTAL STATEMENT OF Hon. JAMES T. PYLE, DEPUTY ADMINISTRATOR OF 
THE FEDERAL AVIATION AGENCY 


Mr. Chairman and members of the committee, in addition to my statement 
there has been prepared this supplement in an effort to comply with the seven 
enumerated questions as set forth in your letter of October 27, 1959, inviting us 
to appear before your subcommittee. The narrative discussion and data which 
appears below has been collocated to correspond with the questions as you set 
them forth in your said letter. 


1. Employment trends with emphasis on projected employment in 6 and 12 
months 


On June 30, 1959, the first year end as an independent agency, there were 
33,624 civilian and 111 military employees or a total of 33,735. This represented 
an increase of approximately 7,700 over the last comparable total of the Civil 
Aeronautics Administration, 361 of which represented employees then in the 
Airways Modernization Board and the Civil Aeronautics Board. By June 30, 
1960, we expect to have 38,600 and by December 31, 1960, approximately 41,000. 
Approximately 85 percent of the total additions will be for maintenance and 
operation of the Federal airways system, about 10 percent for enforcement and 
surveillance of civil safety regulations, and the balance for research, airport 
operations, and other programs. Requirements beyond the end of 1960 are ex- 
pected to be in much the same proportions, programwise. I should like to point 
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out at this juncture that we are continuing to spend upward of $100 million 
per year for additions and improvements to the airways systems. 
power will continue to be required to maintain and operate these new facilities 


as they are completed. 


New man- 


2. Classified grade structure of employees in January 1959 and latest available 


data 
Employment by grade 
CAA CAA FAA | FAA FAA 
June 30, 1957 | June 30, 1958 | Jan. 31, 1959 | June 30, 1959 | Sept. 30, 1959 
1 1 4 9 ll 
7 7 21 31 37 
88 107 124 161 180 
196 317 413 445 518 
739 1, 001 1,109 1,493 1, 568 
1, 339 1, 510 1, 926 2, 724 2,749 
2,172 2, 832 3, 290 3, 704 3, 960 
2, 313 2, 988 3, 379 3, 106 3, 062 
1, 545 2, 082 2, 622 3, 194 3, 362 
3, 594 4, 484 4, 531 | 4, 554 5,070 
2, 292 2,815 3, 215 3, 545 3, 488 
2, 266 1, 994 2,915 | 3, 594 2, 862 
1,173 1, 233 1, 242 1, 502 1, 560 
1, 292 1, 464 1,513 1, 789 1, 751 
513 585 675 731 676 
7 67 141 73 65 
12 ll 10 Ss ll 
19, 614 23, 498 27, 591 30, 665 30, 982 
122 112 157 157 341 
Wage board schedules__-__..----- 1, 700 2, 136 2, 346 2, 590 2, 378 
7 59 1 212 
Total paid employment- -- 21, 510 25, 805 30, 202 33, 624 33, 931 
1 Grade distribution not available. 
2 Special statutory pay rates, Public Law 313, Canal Zone pay schedule, ICA pay schedule. 
Federal Aviation Agency employment by headquarters and regional offices 
Total paid as of— 
June 30, 1957 | June 30, 1958 | June 30, 1959 
962 1, 506 2, 102 
National aviation facilities experimental center-_-...............|---.----------]-----------.-- 44 


1 This figure includes employees mass-transferred to Federa! Aviition Agency from Civil Aeronautics 
Board, Civil Aeronautics Administration, and the Airways Modernization Board, by Bureau of Budget 
directive, effective Nov. 30, 1958. However, this does not include 111 military officers. 
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3. Manpower requirements 


(a) Determination of Agency’s requirements.—About 75 percent of the total 
requirements are calculated by the application of staffing formulas based on such 
factors as traffic forecasts, types of equipment to be maintained, types of air- 
craft to be flown, etc. These formulas have been developed from workload rec- 
ords and studies representing several years’ experience in the activity involved. 

Principal examples of the application of this technique are: (1) The operating 
facilities of the air traffic management organization wherein air traffic forecasts 
are translated into specific workload factors and thence staffing requirements. 
(This is the outstanding example of the application of this technique, and one 
of which we are quite proud; the formulas cover all types of facilities and have 
been constantly refined over the years; approximately 33 percent of the total 
Agency population is determined by this process.) ; (2) field maintenance re- 
quirements wherein work performance records have been translated into staffing 
requirements for various types or groups of electronic and mechanical equip- 
ment; and (3) aircraft overhaul and maintenance by a similar process of in- 
terpreting work performance records into staffing formulas. 

In other important elements of the organization, notably the enforcement and 
surveillance of safety regulation and the accounting function, work measurement 
systems are installed which will in time lead to specific staffing formulas. Pres- 
ently these systems reflect valuable information in terms of backlogs and other 
factors used in judging manpower requirements, and are used extensively for 
that purpose. This covers another 10 percent, approximately, of our total work 
force. 

The balance of our requirements are of a nature not readily susceptible to 
work measurement and staffing formulas on a completely objective basis. These 
functions, either staff or supervisory in nature, must be judged on a projection 
of a current situation in terms of what should be accomplished versus what is 
being accomplished. 

Perhaps a quick review of our budget estimating process will further explain 
this. About 18 months before the beginning of a fiscal year the Administrator 
convenes a budget conference wherein he meets with key officials—operational 
and staff—to define, discuss, and resolve major policy issues which will influence 
budget levels and thereby manpower requirements. From this conference comes 
the broad guidelines which, in large measure, determine the ultimate levels of 
the Agency’s budget estimates. Next, detailed estimates are prepared by each 
field office and headquarters organization and forwarded for compilation and 
review by our Budget Division. Field estimates are also reviewed by applicable 
program offices in Washington. 

Finally, all estimates are examined in detail by a Budget Review Board com- 
prised of the Deputy Administrator and the three Assistant Administrators, and 
a final recommendation is submitted to the Administrator for approval of a 
final Agency estimate for submission to the Bureau of the Budget. I can assure 
you that the review of all estimates at all levels of supervision is thorough and 
penetrating. The final outcome is a fair price tag of the program we wish to 
accomplish. 

(b) Verification of air traffic data.—Annually, 5-year forecasts of air traffie 
activity are prepared by a professionally competent staff based on examination 
of past trends, correlation of aviation activity with population increases, and 
other general economic indicators developed by other Federal Government 
agencies, and the application of knowledge of proposed changes in the aviation 
industry. Using these forecasts as a general guide, operating organizations of 
the Agency make more detailed forecasts for a given location and a given type 
of activity to be used in projection of manpower requirement which form the 
basis of Agency budget estimates and other planning functions. Where such 
individual forecasts would result in an increase in manpower requirements, 
special study is given to the basis of the local forecasts before approval is made 
for submitting an increased budget estimate. These reviews often result in a 
modification of the local forecasts for the purpose of achieving uniformity, 
nationally, in projected activity trends. For example, in preparing the 1961 
estimates individual traffic control towers requested more than 300 additional 
positions to meet increasing workload. By application of the techniques dis- 
cussed here, this was reduced to 59 positions in total, with two locations being 
reduced below their authorized 1960 level. 

Semiannually, actual traffic trends are compiled and compared with forecasts 
for the same period. If necessary, adjustments are made in staffing and re 
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cruitment plans to meet any changes required by the actual data. Compilations 
of actual activities are based on workload counts maintained at each operating 
facility. The Agency has a procedure for checking the validity of such work- 
load counts by an independent inspection of such data by supervisory personnel 
of regional headquarters and the Washington headquarters. These inspectors 
not only examine the local procedures and records but compare reported activi- 
ties with those of other operating locations, thus identifying those reports 
which may be out of line with national trends. It is our present belief that 
our inspection system results in an extremely effective audit of the traffic re- 
porting procedures. 

One indication of the consistent validity of these forecasts is that they are 
generally accepted throughout the aviation industry, as well as Government for 
general planning purposes. 

As previously indicated, our present forecasts are for 5-year periods and 
reflect national trends only. These are related to local areas by those offices 
requiring such data for budget estimating or other purposes. For example, 
the research and development organization may require very detailed forecasts 
for a given locality for the solution of a local problem or testing a new device 
or procedure. This is generally done on an as-required basis and does not 
duplicate forecasts made by other offices. This organization is also studying 
methods and techniques for long-range forecasting up to 15 to 20 years. Any 
new forecasting techniques developed by this study will, of course, be shared 
with other interested elements of our organization. There is now, and will 
continue to be, constant coordination between all bureaus and offices using fore- 
cast data to insure against any duplication of effort in this field. 

4. Functions assumed by the Federal Aviation Agency in 1959 

The Federal Aviation Act of 1958 assigned the following major functions to 
the Federal Aviation Agency: 

(a) Acquire, establish, operate, and improve air navigation facilities 
(from Civil Aeronautics Administration). 

(b) Prescribe air traffic rules for all aircraft, and safety regulations for 
civil aircraft, airmen, and aeronautical facilities (from the Civil Aero- 
nautics Administration and the Civil Aeronautics Board). 

(c) Conduct related research and development activities (from the Civil 
Aeronautics Administration and the Airways Modernization Board). 

(d) Develop, plan, and formulate policy with respect to use of navigable 
airspace, and assign by rule, regulation, or order the use of airspace (from 
the Office of the President, Civil Aeronautics Board, and the Civil Aero- 
nautics Administration). 

(e) Prepare and revise periodically a national airport plan, make grants 
for airport development, and operate certain Federal airports (from the 
Civil Aeronautics Administration). 

(f) Foster the development of civil aeronautics and air commerce (from 
the Civil Aeronautics Administration). 

(7) Construction and operation of federally owned civil airports in the 
District of Columbia or its vicinity. 

The Federal Aviation Act thus pulled together and assigned to one Adminis- 
trator a substantial number of related functions which had previously been 
scattered among several Federal agencies. 

I believe it pertinent to add at this point that, in addition to the centraliza- 
tion of aviation functions in a single agency, we have found it necessary to 
strengthen several basic functions as compared to the pre-Federal Aviation 
Agency period. This we have done in such important areas as planning, avia- 
tion medicine, general administration of the Agency, and others. I believe it 
is no secret that the deficiencies in these aspects of the precedessor organiza- 
tions were one of the prime reasons for the legislation leading to our inde- 
pendent status. This has required additional manpower, but we believe the 
manpower is being well utilized to enable us to not only meet the immediate 
demands on our Agency by the Congress, but also to enable us to meet the re- 
quirements of the future as they materialize. 


5. Plans of organization—Any part of Commerce administrative staff assumed? 


There were no direct transfers of personnel from the administrative staff 
of the Department of Commerce, and the only operational function assumed 
was the processing of security clearances formerly performed for the Civil 
Aeronautics Administration by Commerce personnel. A number of services 
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such as telephone switchboard service, printing and reproduction, and business 
machine repair, continue to be performed by them on a reimbursable basis. 

Actually, the relationship of the Civil Aeronautics Administration to Com- 
merce in administrative matters was one of policy direction rather than opera- 
tional. The Civil Aeronautics Administration had broad delegation of authority 
in such functions as legal work, procurement, accounting, personnel and budget- 
ing. Certain documents going to the Bureau of the Budget, the Congress and 
others were reviewed for conformance with departmental policy, but the prepara- 
tion was solely that of the Civil Aeronautics Administration. Our independent 
status required us to staff to carry out broad policy functions and additional 
liaison functions with other executive agencies and the Congress, formerly per- 
formed by the Department of Commerce. 


6. What kinds and amounts of research does your agency perform, and to what 
degree is the research performed by contract? 


(a) Technical research.—The Bureau of Research and Development is engaged 
in applied and developmental research defined as follows: ‘the systematic use of 
scientific knowledge directed toward the production of useful materials, devices, 
systems, or methods, including design and development of prototypes and proc- 
esses dealing with air traffic control and air navigation.” 

Two hundred contracts with a cumulative value of over $47 million have been 
entered into in these categories of effort : 

1. Twelve contracts ranging from $8,000 to $173,000 for professional serv- 
ices, such as data tabulation and analysis, programing, and mathematical 
and computation services ; 

2. Seventy-three contracts ranging from $5,000 to $574,000 for research 
studies, examples of which are analysis of weather systems, methods of in- 
tegrating air defense and air traffic control, visual collision avoidance sys- 
tems, establishment of design parameters for landing control sets, and studies 
on anticollison lights ; and 

3. One hundred and fifteen contracts ranging from $38,000 to $18.8 million 
for equipment development, for example air traffic control data processing 
and display equipment, air traffic simulators, height surveillance radars, and 
automatic ground air communications systems. 

Practically 100 percent of the applied and developmental research is performed 
by contract with qualified firms from private industry, universities, nonprofit in- 
stitutions and other Government agencies. The product secured from these con- 
tracts is evaluated by employees of the Bureau and determinations are made as 
to how the data, procedures, or equipment procured can best be adapted for use 
in the modernized airways system. The sources and types of these contracts are 
as follows: 

Sources of contract effort 


Sources Number of Amounts 
contracts 
Nonprofit institutions 10 1, 120, 088 
Type of contract effort 
Type of contract Number of Amounts 
contracts 


(b) Aviation medical research—The aviation medical research activity ap- 


proved for the fiscal year 1960 includes— 
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(1) The estabishment of clinical exumining centers in Los Angeles, Oklahoma 
City, and Washington, D.C. 

These centers will be established in teaching hospitals where expert consulta- 
tion services are easily available and can be applied readily to problems of 
medical certification. These facilities will provide for necessary space, con- 
sultation services, and research and training facilities. 

Proposed funds for Los Angeles examining center, $40,000. 

This center will probably be established at Cedars of Lebanon Hospital in Los 
Angeles as soon as contractual arrangements can be worked out. 

The clinical examining center in Washington, D.C., will probably be estab- 
lished at Georgetown University Hospital. Proposed funding, $40,000. 

The examining center in Oklahoma City may be established this fiscal year. 
It is probable that the examining center will have to await the hiring of per- 
sonnel before this can take place. However, it is expected that $20,000 may be 
allotted this fiscal year in order to assist the establishment of this center. 

Total funding this fiscal year for examining centers, $100,000. 

The research projects within the Agency will be assisted by the designation 
of consultants in various fields. It is probable that consultation services will 
cost approximately $5,000 this fiscal year. 

(2) Research contracts let for 1960: 

A. Contract FAA-889, for furnishing services and necessary test equipment 
to conduct a study to establish the retinal efficiency of FAA pilots by repetitive 
study after test runs over NAFEC, Atlantic City, N.J., during morning and 
evening hours, with Eye Research Foundation, 8218 Wisconsin Avenue, Bethesda 
14, Md., for the sum of $14,950. 

B. Contract FAA-503, to report on a distortion-free lateral ballistocardio- 
graph recording system, with Samuel A. Talbot, Ph. D., The Johns Hopkins 
Hospital, Baltimore 5, Md., for the sum of $15,000. 

(8) Currently active projects in Research Requirements Division. 

A. Clinical Medical Research Branch. 

(1) Development and evaluation of ballistocardiographice systems. 

(2) Clinical study of the effects of damping on ballistocardiographic signals. 

(3) Technological development and clinical evaluation of carotid pulse pres- 
sure measurements. 

(4) Technological development and clinical evaluation of continuous blood 
pressure measurements. 

(5) Evaluation and analysis of electrocardiographic data. 

(6) Hearing survey of FAA employees and noise surveys of areas occupied 
by them at Washington National Airport. 

B. Civil Aeromedical Research Center (Oklahoma City). 

(1) To determine the extent to which exposure at high altitude influence 
resistance to exposure at another high altitude. 

(2) To evaluate the level of safety provided for in parts 4b and 4¢ regu- 
lations governing oxygen equipment for flight above 25,000 feet. 

(3) To evaluate oxygen masks and specifications for oxygen masks designed 
for use in air carrier jet aircraft. 

(4) To obtain additional measurements on the seating distance from windows 
necessary to prevent injury (in the event of window failure in pressurized air- 
craft). 

(5) To determine the allowable characteristics of control column forces as 
limited by (a) perceptibility, (b) strength, (c) fatigue, (d) size and shape of 
control column, and (e) any other relevant variables. 

(6) To continue research on the effects of vertically acting forces on the 
human body. 

(7) To determine the amount of improvement and the persistence of improve- 
ment produced by training and practice in the ability to withstand conditions 
which induce spatial disorientation and in the speed of recovery from spatial 
disorientation. 

(8) To determine the retinal pattern of stimulation produced by approach- 
and-landing high-intensity-light simulators with special reference to the relative 
importance of foveal and peripheral vision used in making simulated landings. 

Cc. Activation of Aeromedical Liaison Branch. 

(4) Research projects during fiscal year 1960 for region 4: 

A. Comparative study of the various lead systems of vector-cardiography in 
pathological cases. 

B. Comparative vectorcardiographic study for the normal sequences of ven- 
tricular depolarization. 
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©. Followup study on applicants with myocardial infarction wherein limited 
licenses were granted by order of the CAB. 

D. Followup study on applicants with heart murmurs, 

E. Survey studies with the use of the ultra low frequency ballistocardiograph 
on the normal employee population and on pathological states as seen in pilots. 
7. Programs or techniques to improve utilization of employees 

Our program in this area may be subdivided into six main functions: 

(1) Our merit promotion plan; 

(2) Refinement of organizational concepts ; 

(3) In-service training ; 

(4) Work measurement studies and manpower formula; 
(5) Strong and thorough budget process; and 

(6) Critical internal evaluation. 

We have developed and have had approved by the Civil Service Commission 
a merit promotion plan which enables all interested and qualified employees to 
be considered for any vacancy job in the Agency. For certain key executive jobs, 
this is done on an agencywide basis, and for others it is limited to a specified geo- 
graphical area. We are convinced that this technique has very valuable benefits 
to the Agency in terms of employee morale and incentive, which are necessary 
factors basic to good performance. 

A comprehensive organizational study is being performed by professionally 
competent persons that covers all elements of the organization. Without at- 
tempting to second-guess the results of these studies, we believe we can further 
streamline and clarify our organizational relationships and gain much in pro- 
ductivity of existing personnel and thereby reduce additional manpower require- 
ments in the long run. 

The Civil Aeronautics Administration, a predecessor agency, had a_ sub- 
stantial technical training program for those skills unique to its operation. This 
criteria covered virtually all personnel in air-traflic management, facilities main- 
tenance, enforcement and surveillance of safety regulations and other technical 
fields. The training programs involve both basic qualification training and pe 
riodic upgrading training, as well as special courses covering developments in 
the technical phase of aviation. Under the Federal Aviation Agency, these 
requirements will be continued and intensified as new aircraft, new types of 
facilities and new processes occur. An increased emphasis is being put on ex- 
ecutive and supervisory training to develop these skills in employees with an 
essentially technical background. This type of training is designed to reach 
more than 5,000 supervisory personnel. It is our goal, over the next 2 or 3 years, 
to reach as many of this total as possible. 

We hope to further develop much wider application of work-measurement pro- 
grams, improve and extend objective staffing formulas, and continuing procedural 
studies, to better judge output against reasonable standards of work expectancy. 
This will include a coordinated program of identifying work units, establishing 
reasonable performance standards, examining actual performance, and analyzing 
trouble spots to determine possible corrections or improvements. These tech- 
niques have been applied in a number of Agency activities with favorable results. 
As the Agency grows larger, further expansion of these techniques should pay 
greater and greater dividends. If properly administered, such a program should 
pay for itself many times over in improved procedures and utilization of per- 
sonnel. 

In answer to a previous question, the process leading up to preparation of 
budgets for transmittal to the Congress was briefly covered. In its relation to 
manpower utilization that process results in a realistic appraisal of manpower 
requirements to carry out a proposed program for the Agency. Operation of 
our budget system in administering an approved appropriation also has an 
important effect on the most efficient distribution of manpower in the actual 
operations of the Agency. Upon receipt of final appropriations for each year, 
both operational and budget personnel review in detail the current needs of all 
Agency operations. The major purpose of this is to evaluate changes in our 
operating situation which have occurred since preparation of the budget almost 
a year earlier. Moreover, the approved appropriation is virtually always less 
than the budget request, so that requests for manpower exceed our ability to 
finance them. It is by means of this budgetary review that favorable balances 
of competing operations is realized. In addition to this review, the operations 
of the Agency are reviewed in detail at the end of each fiscal quarter and ad- 
justments made as necessary to keep the best possible balances throughout the 
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year. We believe that this repetitive process of budgetary analyses does much 
in achieving the optimum use of the total personnel of the Agency. 

Finally, a new program of critical self-evaluation has been introduced in the 
Agency which will result in a continuing evaluation of its own operations by 
each major activity. Briefly this will involve the establishment of a series of 
measurable “indicators,” which will reflect the current status of various aspects 
of each operation as of the end of each month. A comparison of the actual 
status with a standard will reveal whether the segments of the operation are 
on schedule or behind schedule. Each bureau or office will be required to ex- 
plain deviations from the standard and recommend such remedial action as may 
be required. This process used in conjunction with the budgetary reviews, work- 
measurement systems, and other management tools will substantially increase 
our ability to determine how the total Agency manpower is being utilized and 
whether a given portion is adequately staffed relative to other segments of the 
organization. 

Mr. Pyte. If there are any further questions that we can be helpful 
in answering or any facts that we can bring out to be of assistance, we 
are at your service. 

Mr. Scorr. Thank you. 

Have you been asked to make a 2 percent personnel reduction ? 

Mr. Pye. Mr. Chairman, we have, as the other agencies of the 
Government have. Our problem, as I have tried to point out here, is 
one of continued expansion, as we bring in new facilities for which the 
Congress has given us the appropriations—radars, traffic-control 
towers, and other facilities that we are bringing into the system—to 
man them. Actually, what happened is that we are in a continuous 
rate of expansion. 

We are screening continuously everyone of our operations to see if 
there is a possibility of reducing the number of personnel in the vari- 
ous facilities. We have extensive programs, management analyses, and 
so forth, to keep down to an absolute austere level the numbers of 
personnel we have in our various operating facilities, and likewise in 
our administrative areas. 

Mr. Gross. Then, you do have your own management engineer and 
analysis staff ; is that correct ? 

Mr. Pyte. That is correct. This is part of the service performed 
by that part of our organization in which Mr. Basnight works. 

Mr. Gross. Could I ask how large this staff is ? 

Mr. Pye. Mr. Basnight will answer your question. 

Mr. Basnicut. At the present time this Management Analysis Di- 
vision numbers about 16 people, sir. 

Mr. Gross. Once again, How many total employees do you have in 
your Agency ? 

Mr. Basnicut. As of December 31, 1959, we will have approxi- 
mately 33,500 people, sir. 

Mr. Atrorp. Would the gentleman yield ? 

Mr. Gross. Yes, gladly. 

Mr. Atrorp. Mr. Pyle, may I congratulate you and the Agency, sir, 
on the work you have done and the report you have given here today. 
I did not realize that when I was in this position as a Congressman I 
would feel like I was almost an authority on aviation. But spending 
so many hours in the air, I can appreciate some of the things about 
which you speak here today. 

In the table at the beginning of your supplemental statement, I noted 
that so far this year the number of people in your Agency in grades 
13 and above has gone up from 1,671 to 2,316. 
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Do you expect this trend to continue at this rate ? 

Mr. Pye. Iam trying to locate the numbers here. 

Mr. Atrorp. Yes; you will see 13 and above, GS-13 and above, gone 
up from 1,671 total . 

Mr. Pytz. This was as of June 30, 1957 ? 

Mr. Atrorp. That would be 1959. 

Mr. Pyte. The 1,600 was the total as of what date? 

Mr. Arorp. You see, if you take the third column and total that, 
that makes 1,671, versus over here under column 9/30/59, 2,361 from 
GS-13 upward. 

That is obviously a rather rapid rate of increase. Do you expect 
this trend to continue / 

Mr. Pyrite. Let me explain it this way, and then perhaps Mr. 
Basnight or Mr. Luikart can add to my remarks. 

On the date of January 31, 1959, we had been in existence only 
about 30 days, and we were really just getting organized. 

As you can appreciate, prior to that time, the Civil Aeronautics 
Administration had certain jobs in the supergrade category as listed, 
for instance, let us say, at June 30, 1958. 

When we became FAA, we assumed those supergrades that came 
in with the AMB, and I think one that came over from the Civil 
Aeronautics Board, 

We also had to assume many responsibilities which previously had 
been carried out for us by the Department of Commerce, which re- 
quired a high caliber of people—general counsel work, and so forth, 
just as an example. This was one reason why there was a significant 
increase as we developed our whole program. 

I would say that we would not find anywhere near this increase in 
supergrades or higher-level grades as we proceed. We have a few 
that are now frozen, which we intend to use in the field, so there will 
be a few more, but no significant numbers. 

Mr. Atrorp. Thank you very much. 

Mr. Scorr. We have a letter dated November 30, 1959, from the 
executive director of the Air Traffic Control Association, in which he 
calls our attention to the importance of air controllers. The execu- 
tive director also indicated appreciation over the possibility of air 
controllers being made a semimilitary group. 

Do you wish to comment on that ¢ 

Mr. Pyrite. There are two points I would like to make on that, sir. 

In the first place, we have done an awful lot of work on the whole 
problem of the traffic controller and the environment in which he 
works. We have done a tremendous amount of work with the Civil 
Service Commission on the whole study of the traffic controller and 
his classification problem. 

I will ask Mr. Meisel to correct any statements I make, because 
he worked specifically on this point. But we have in general increased 
the grade structure by approximately two grades—have we not? 

Mr. Metsex. Yes, that is about right. 

Mr. Pyir. Because of the very condition that they were frankly 
underpaid for the responsibility which they must discharge. 

With respect to the question of the semimilitary posture that they 
might take on in the future, I would say, and I think correctly, that 
there is no concern that they will be militarized in any shape, manner, 
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or form. However, we will have to make provision in some manner to 
insure that they will be adequately protected in the carrying out of 
their functions, particularly in sailitary posts overseas, and properly 
taken care of from the standpoint of equity. 

To be real specific, if they were at a base overseas and war was 
declared, we would have to make provision so that they would be 
properly taken care of, that the appropriate conventions pertaining 
to prisoners of war and so forth would be applicable to these person- 
nel. We could not leave them out there at the end of a limb without 
taking care of their rights as citizens. This is the approach that we 
are working on. 

a I do not think we solve this problem by—quote—“militarizing” 
them. 

Mr. Luikart might add a point. 

Mr. Lurkarr. I might add this suggestion. 

I might read, for insertion in the record, a statement of policy about 
this, which was drawn up, due to the fact that there has been a grow- 
ing concern—and we have recognized it among our employees. 

On November 25, we issued to all of the heads of our offices in 
field installations a statement of policy, which we asked be immedi- 
ately transmitted to employees, the gist of which I could read or 
merely insert in the hi Tt is fairly short. 

Mr. Scorr. Give us the substance of it. 

Mr. Lurkarr. 1. There will be no militarization. It is not the intent 
of the Agency to militarize its employees. 

2. The employees will stay within the basic civil service and merit 
system, with all the rights, benefits, and so forth now existing. There 
will be no attempt to remove these rights. 

3. We must also provide a means whereby their other military 
obligations must be rescinded, such as Reserve status or even selective 
service status. Whether this has to be done by law or administrative 
arrangements, this is an objective of ours so that the people will be 
available tothe FAA. 

4. The required response to defense needs also demands that the 
FAA demonstrate that its essential employees will be on the job 
whenever needed. Therefore, we are seeking a possible way to achieve 
this, perhaps by reducing certain privileges that are now existent 
among civilians such as their right to resign when emergency or war 
comes. 

Mr. Scorr. Mr. Pyle, when the CAA was transferred out of Com- 
merce and became an independent agency, how many of the Com- 
merce administrative staff were transferred to FAA ? 

Mr. Lurkarr. Specifically none, Mr. Chairman. These functions 
were assumed and provision was made by the employment, where 
necessary, of additional personnel. 

Mr. Scorr. Have any phases of your work decreased in scope? 

Mr. Lurgarr. As a result of the creation of the agency? 

Mr. Scorr. Yes. 

Mr. Lurxart. No, sir; they have not. In fact, they have multiplied 
tremendously. 

Mr. Scorr. What is your present rate of employee turnover ? 

Mr. Lurkart. It is hard to say. It depends on the basic turnover. 
We figure it at 11 percent, which is extremely low for Government. 
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i Scorr. How does it compare with the past 5 years, CAA and 

Mr. Lurxarr. Around 11 percent. 

Mr. Scorr. How many employees have you in your public affairs 
office, and what do they do? 

Mr. Basnieur. It would be approximately 14, Mr. Scott. Their 
concern is to be effective in preparing the Agency’s relations with the 
press, to see that we are in a constant position of giving factual infor- 
mation about the Agency that is handled through the press, radio, 
or television people. Whenever there is an air accident, for example, 
there is great pressure put on the Agency to give facts to the press. 
We like to have these issues made factual statements and not a chance 
quote from some employee. 

For these reasons, it is advisable for us to have a small press staff. 

Mr. Pyrite. Mr. Chairman, that does not include the four regional 

rsonnel. There are four people spotted at our regional offices: New 

ork, Fort Worth, Kansas City, and Los Angeles. So there are 14 
in Washington and 4 in the regions. 

Mr. Scorr. What is the ratio of your personnel office to your total 
employment ? 

Mr. Lurkarr. At the moment, sir, and I would like to correct the 
figure for the record after we check it, we are somewhere around 110 
to 120. We are, however, under the requirements of the Independent 
Offices Appropriation Act, so that by next June we must bring it up 
to 135. 

Mr. Scorr. That is lower than the governmentwide average ? 

Mr. LurKarr. Yes, sir. 

Mr. Dutskt. Regarding the latest air accident, at Williamsport, is 
that any reflection on the Agency of lack of staffing or training? 

Mr. Pye. Mr. Dulski, I think the only proper way to answer you, 
sir, is we do not know all the facts of the accident. In fact, this is 
under the law the responsibility of the Civil Aeronautics Board to de- 
termine the probable cause of the accident. 

Whenever one of these accidents happens, we always undergo a soul- 
searching process. We issued an order effective yesterday to look at 
the training programs of all the air carriers to see if there are any 
loose ends that must be tied together. 

To this extent, staffing is a problem. This is going to mean some 
overtime to get this job done. But I think it is so important that we 
have to do it. 

It is awfully difficult to say whether, if we had had more people, 
these could have been prevented. 

Mr. Gross. Are you speaking of the Allegheny accident ? 

Mr. Dutskt. I was especially interested because that is the plane I 
take from Buffalo to Washington. 

I have never read the report of that accident when the Capital Air- 
lines plane exploded in the air. 

Mr. Pyrite. That was the one near Chase, Md., Mr. Dulski, near 
Baltimore? 

Mr. Dutsxt. Yes. 

Mr. Pyte. If you like, I will get a copy of the accident report for 
you on that. They did attribute it to violent turbulence. That is 
what. the official report of the Civil Aeronautics Board stated. 

If you like, I will send you a copy of it. 
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Mr. Dvtsxt. Are the grades of your air controllers based on the 
volume of traffic at the particular airport ? 

Mr. Yes, sir. 

Perhaps, in the interest of brevity Mr. Harvey could cover that. 

Mr. Harvey will give you the manner in which we do this, Mr. 
Chairman. 

Mr. Harvey. The grade structure of each type of facility is based 
upon the volume of traffic. At air traffic communication stations, FAA 
uses the numbers of aircraft contacted and the number of flight plans 
filed. At air route traffic control centers, it uses the number of aircraft 
handled under IFR conditions. In terminal areas, it uses the number 
of aircraft operations. 

Mr. Pyrite. Mr. Chairman, the point is that the numbers of activities 
cause the difference in grade structure. 

I think we have four categories of towers, depending on the activity 
at the tower. 

For instance, at Midway Airport there are 420,000 operations a year. 
This is the highest category. The lowest is 24,000. There is a separate 
grade structure for each category of facility based on activity. 

Mr. Dutsxr. Mr. Pyle, if you are assuming some of the military 
duties, are you increasing your workload and personnel? You are 
assuming some of the military work, are you not? 

Mr. Pytx. Let me be sure I answer you properly, sir. 

We have assumed a limited number of military activities. For in- 
stance, we man what the Air Force calls “radar approach control cen- 
ters” and the Navy calls “radar approach traffic control centers.” I 
could give you the accurate number, but we man some of these facili- 
ties on a reimbursable basis. 

It is our plan eventually, upon the resolution of some of the prob- 
lems to which Mr. Luikart referred, to man perhaps all of the Air 
Force facilities and as many as the Navy finds it practical to release 
to us, with our own personnel. 

But this will take several years of planning, of transfer of personnel, 
transfer of facilities and functions. 

As is obvious, we cannot leave the military without adequate service. 
We have to phase this thing in accordance with our capability and be 
sure that the service is continued in a proper and safe way. 

But eventually a great majority of them will be manned by our own 
personnel. 

Mr. Dutsxr. Thank you. 

Mr. Atrorp. Mr. Chairman. 

Mr. Pyle, do you, in your Agency, have as many supergrades under 
Public Law 313 of a scientific nature that you think you are going to 
need in the future ? 

Mr. Pye. Mr. Luikart is the expert on that. 

Mr. Lorxarrt. It is a hard one to answer, sir. We have at the 
moment 15 authorized. They have not been fully occupied, due to the 
careful processes by which we assign them and select for them. When 
we arrive at the filling of the 15, we may decide we need more, but at 
the moment our answer is no. 

Mr. Atrorp. Thank you, sir. 

Mr. Gross. How long have you had those available ? 

Mr. Lurgarr. Since the Agency came into existence. 
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i Gross. You have had 15 spaces available under Public Law 
313 

Mr. LurKarrt. Yes, sir. 

Mr. Gross. And you have not filled them as of this date ? 

Mr. Lurgxarr. No; not all of them are filled, sir. 
ae, Gross. You do not anticipate needing any more right away, do 

out 
r Mr. Lurxarr. That is the answer. We do not anticipate any more to 
be needed right now. 

Mr. Gross. I would not expect so. 

Do we have in the record the total number of supergrades and Public 
Law 313’s in the Agency ¢ 

Mr. Bray. Yes, sir. 

Mr. LurKkarr. Mr, Gross, I might add that some of our slowness, I 
think, has been due, quite frankly, to the fact that we have been grad- 
ually organizing. We have only been in existence about 10 months. 
Then, there has been great care exercised in the selection both of the 
places where we use Public Law 313’s and the people to go in them. 

For instance, in one area, the Civil Air Surgeon was not selected 
and designated until in July. There are approximately three or four 
Public Law 313’s that will be used in the Civil Air Surgeon’s office, 
and they have not yet been selected, due to the lateness with which he 
was selected, and the organization of the office. 

Mr. Gross. That is something I had not heard of before. I cannot 
seem to keep up with everything. What is the function of the Civil 
Air Surgeon ¢ 

Mr, Pye. Mr. Gross, let me initiate the response, and perhaps Mr. 
Basnight can add a few words. 

One of the biggest problems we have, I think, is an adequate aviation 
medical program. I was shocked to find the other day, for instance, 
Mr. Gross, that the eye standards that are being used for the ex- 
amination of pilots to qualify them for flying were devised in 1917 
and have not been changed since. This is pretty disgraceful. This is 
the kind of responsibility that we are putting in the hands of the Civil 
Air Surgeon to modernize and get us up to date in our standards and 
medical criteria—because after all, when we certificate a pilot medi- 
cally that he is okay to fly, we must be sure we are absolutely right, be- 
cause many lives are involved. 

Mr. Gross. I am interested in this. We have a Surgeon General 
of the Army, the Air Force, and the Navy. They must set standards 
for physical fitness for those who are flying planes? 

r. Prix. They certainly do, Mr. Gross, and we lean heavily on 
them. But we have different problems. The military requirements 
are quite different from ours, as you can well appreciate, because of the 
type of flying that they do. Furthermore, they are dealing with a 
highly selected group of people from the very start. We are dealing 
basically with the average American individual. 

Mr. Gross. Can you not work out standards based upon the infor- 
mation that they have and is constantly used ? 

Mr. Pye. We use that information, Mr. Gross, but we also have to 
add to it to meet our requirements. 

Let us look at one good example, the aging problem. The fact is 
that. a pilot grows older. When do we cut him off from his right to 
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livelihood? Also when is he no longer, in our opinion, safe to fly an 
airplane carrying a load of passengers? 

Mr. Gross. Would not that itormation be developed through the 
military ? 

Mr. Pye. No, sir; not through the military. 

Mr. Atrorp. Will the gentleman yield ? 

Mr. Gross. Yes. 

Mr. Atrorp. As a physician, I am just interested in this. Can you 
give me an answer as to what you consider a safe age for a commercial 
pilot, in your opinion? Do you have any statistics available? Of 
course, we realize reflexes and nerve muscle responses are varied. 

Mr. Pyze. We have issued a proposed notice of rulemaking, Dr. Al- 
ford, which states that no pilot shall be used in commercial air trans- 
portation after the age of 60. 

I regret that I do not have Dr. Goddard up here with me, who would 
be more responsive to your question. 

Basically, we have examined all the medical evidence that we can 
with, incidentally, Mr. Gross, a great deal of help from the military 
departments in this problem, although they do not have the same 
ree Obviously military bomber pilots and fighter pilots do not 

eep on flying to 60. 

e have then issued this proposed notice of rulemaking, based on 
our responsibility that carrying out, as we see it, the law which states 
that the Administrator must insure the maximum degree of safety in 
carrying out the various rules and regulations under which air com- 
merce is carried out. 

I think it must be made very plain that we do not have all the 
medical evidence we would like, but we feel in the interest of safety 
that we must make this cutoff date. 

Mr. Aurorv. I am sure this is generally well known among you 

ple, but just as a matter of personal interest, how often do you 
ve physical examinations of pilots? 

Mr. Pytx. There are very specific regulations, Dr. Alford. The 
airline transport pilot must have a physical examination every 6 
months, the commercial pilot every year, and the private pilot every 
2 years. 

he criteria or standards are progressively more stringent as you 
go up the line. In other words, the airline transport pilot has more 
stringent regulations for his class 1 medical, as we call it, than does 
the private pilot for his class 3. 

Mr. Atrorp. You probably do not have the statistics available, but 
just as a matter of interest, it would be interesting to note the average 
age of the man who actually had the controls of these crashes that 
we have had recently or over a given period of time. 

Mr. Pyxe. I could furnish them to you. 

(The information follows:) 
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Data ON AGE OF PILOTS AND RADAR EQUIPMENT 


Data relative to accidents in which it is felt that thunderstorms, turbulence, or 
hail were contributing factors or cause 


Total accidents . 61 
Passenger and crew fatalities aud 176 
Passengers and crew seriously injured__- 52 
Passengers and crew minor injuries 10 
Aircraft totally destroyed 7 
Aireraft damaged___ 13 


Data relative to pilot-age grouping in accidents in which pilot causal factors 
existed for the period 1951 through 1958 
The following information was obtained from a study conducted by the Civil 
Aeronautics Board for the purpose of internal use. The following figures indi- 
cate the number of accidents with pilot causal factors, by age group, for the 
aforementioned period. This study was restricted to air-carrier operation. 


Number of 

Age group: accidents 
41 

35 to 44 84 

50 to 59 s 3 


Data relative to radar-equipped aircraft 

The status of air carrier aircraft airborne installations as of July 1959 is as 
follows: 780 aircraft were equipped with operated airborne radar; 1,032 air- 
craft were not equipped with airborne radar. Known and anticipated plans 
indicate that 87 aircraft not equipped as of July 1959 were scheduled for instal- 
lation of airborne radar. 

Approximately 60 percent of the Civil Aeronautics Board air carrier accident 
reports for calendar year 1959 are still under investigation, thus complete in- 
pra relative to air carrier accidents for this period is not readily avail- 
able. 

Mr. Atrorp. I would be interested. 

Mr. Prue. It is scattered. 

Captain Goldsmith was 31, I think, up in Williamsport. 

Mr. Gross. Mr. Chairman, I asked the question because this morn- 
ing we found out that the U.S. Information Agency is going outside 
to hire psychiatrists to examine their prospective employees. 

You do not, by any stretch of the imagination, have to hire psy- 
chiatrists to look over your prospective employees, do you 4 

Mr. Prix. No, sir. 

Mr. Gross. And we find that some other agency of Government is 
hiring psychiatrists outside the Government. en I think it was 

esterday we discovered that somebody had been on the payroll over 
in the Federal Housing Administration dealing with the youth fitness 
program, if I can keep all these things straight. 

What I am concerned about is that we do not go outside and create 
in an agency an office that is going to cost the taxpayers money when 
there are people within the Government already available and infor- 
mation already available that obviates the necessity for this office. 

How many do you have in the Office of Civil Air Surgeon ? 

Mr. Basnicut. There are 65 positions currently authorized in this 
area. 

Mr. Gross. Sixty-five? 

Mr. Basnicur. Sixty-five. The total number of 65 are not doctors. 
They are the total people that work on the medical program. This 
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includes these employees issuing the pilot physical fitness form or the 
certificate that says he has been examined and he is physically fit to 
fly, the recordkeeping for about 230,000 individuals. 

The number of doctors we have here are concerned with establishing 
criteria where it can be reasonably assured a man is physically fit to 
operate an airplane where he is exposed to elements of physical endur- 
ance that are not common to the average man and where he is some- 
thing of a risk to the general public. We do not have enough infor- 
mation right now for these areas that Mr. Pyle has talked to, the matter 
of aging, the matter of eyesight, the matter of heart defect, the matter 
of diabetes. All of these things, if found in a commercial pilot, can 
risk the lives of many individuals, and we want to be reasonable and 
sure that we have a medically accepted, publicly supported, physical 
standard for these men. 

Now, it is a different issue from the miiltary standards where they 
are dealing with the young, the cream of the crop of the Nation as to 
physical fitness. 

Mr. Pyrite. Mr. Gross, I would like to come back to your point be- 
cause I think it is a very good one and it was just pointed out to me 
that we have a special program right now in our civil air surgeon’s 
office to cull out all the information, not only that available in the 
military, but in the National Institutes of Health. 

Dr. Goddard came from the Public Health Service so he has that 
whole organization available to him to help him in his work. 

Furthermore, he is using, and will use more, consultants who come 
in and sit with us and I do not believe, although I am not sure, that 
they are even paid, are they ? 

Mr. Basnicur. Many of them are not. 

Mr. Pyrite. They come in as advisers. 

For instance, as to this situation on the eyes, we have five of the 
top ophthalmologists who came in and advised us about this eye 
problem which heretofore we had just never faced up to. These are 
the kinds of things we must take care of in the interest of carrying out 
this program or we are just not doing our job. 

Mr. Gross. I certainly want to see you equipped with the people 
that are necessary for you to do the job. 

You have a new setup, old in part, but still a new setup. You can 
take off here on a pretty good flight by way of personnel and spending 
money. I realize that. 

Mr. Pye. It is our responsibility not to do this. We are very 
acutely aware of it. 

Mr. Gross. That is what this subcommittee is interested in, I am 
sure. 

What are your personnel plans for 1961 ? 

Mr. Basnicur. There will be an increase in our personnel for 1961, 
Mr. Gross. 

Mr. Gross. How much? I do not believe we have gone into it, have 
we? 

Mr. Basnicut. No, sir, we have not gone into that. 

In round numbers it would be some 5,000 increase in total personnel 
for 1961. 

Mr. Gross. 5,000? Did I hear that correctly ? 

Mr. Basnicut. Yes, sir. 
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Mr, Gross. Does that include the program of taking over control 
stations from the military ¢ 

Mr. Pyix. That is the first influx of that responsibility. I would 
like to explain part of why this increase came, Gross. 

Starting in 1956—I am afraid I do not have the figures here—the 
Congress working with us gave us the moneys that were needed to 
improve in an order of magnitude our installations of radars, of com- 
munications stations, various facilities that were needed to handle 
air traffic, which had been desperately short in the national inventory. 

As you can appreciate, it takes a couple of years for these equip- 
ments to be procured and come off the production line and go into 
operation. As they go into operation, we have to have personnel to 
man them on a 24-hour basis and to maintain them and to see that 
they are in operational use 24 hours a day, because an airplane needs 
— just as much at 1 o'clock in the morning as at 10 o’clock, 9 hours 
ater. 

As a result, we have to figure 24 hour staffing for a great many of 
these facilities and, as I am sure you are aware, this means for each 
position at a center, or a tower, or an approach control facility, it 
takes five persons, five bodies, to man that one position on a year 
around, around the clock, basis. 

Mr. Axrorp. May I interrupt at that point for a question? 

Mr. Gross. Yes. 

Mr. Atrorp. Mr. Pyle, you mentioned control centers. If FAA 
mans military control centers, does FAA, or does the military, issue 
you ultimate control orders? In other words, which is in real control 
at the top? 

Mr. Pyxe. There are certain situations such as a scramble or an 
emergency where the military, basically, is under control. Of course 
when there are no holds barred, there may be an unknown that has 
to be identified. 

Under those conditions, the military is under control. Under all 
other conditions—I think that could be a fair generalization—the 
FAA is under control. 

We may sometimes have to issue waivers of certain types of train- 
ing missions and what we do is keep all other traffic away. Refueling 
operations are a good example. All other civil traffic is kept away 
for the refueling because of the obvious inflexibility of that type of 
operation, so, basically, the FAA’s responsibility is over all the air 
space and the users thereof. 

Mr. Axrorp. Including the military? 

Mr. Pye. Including the military, except under conditions of 
emergency. 

I think that would be a fair way of stating it. 

Mr. Atrorp. One more question there before we get too far away 
from it, if you do not mind, back to the surgeon’s department and 
the medical examinations. Do the commercial airlines share in the 
expense? Do they subsidize somewhat the operation of this depart- 
ment or do they pay a fee for these examinations? They go to private 
doctors, what used to be CAA. I am fairly familiar with that. They 
pay a fee for the pilots to the examining physician or ophthalmologist 
for their flight examination. 

Mr. Pye. Yes, and that is retained by the physician. 
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Mr. Axrorp. That is retained by the private physician, but relative 
to this maintenance of this whole medical department, which has to 
do with the safety of commercial airlines, do they share in the ex- 

ense ? 
. Mr. Pytr. No, sir. This is funded by the Federal Government 
through the appropriations process. We do have under consideration 
and study, very active study, a user charge concept, which will tend 
to bring back some of this money through the various charges being 
imposed for certain services. 

Mr. Basnicur. I might say, Dr. Alford, this is broader than aiding 
the commercial airlines. It is all airmen. 

Mr. Atrorp. The public safety, I realize. 

Mr. Basnicur. It involves the public that rides on the airlines, like 
the oxygen systems, and all these things which affect the lives of all 
of us. They are all involved in this civil air surgeon’s work. 

Mr. Atrorp. I think they are doing a tremendous job. 

Mr. Gross. I want to commend my colleague for the question he 
raised. I think you ought to give serious attention to some kind of a 
charge upon airline operators for the support of this program. I do 
not see any reason why they should be exempt from so many of the 
charges that are presently being borne by the general public. I know 
there must be physical checkups of the men flying the planes, but I 
wonder if the airlines are not escaping quite a considerable share of 
the cost. to the taxpayers of this transportation system. 

Mr. Pytr. Mr. Gross, this program for the imposition of charges 
for various services that are performed by our Agency is a very active 
one, and I think a very proper one. I think that there should be a 
reasonable charge for certain functions that we perform. 

I do not think the Federal Government can go on doing this kind of 
thing forever. The bill is getting too high and I think we are work- 
ing out just the very program to which you refer. 

Mr. Atrorp. Will the gentleman yield ¢ 

Mr. Gross. Yes. 

Mr. Atrorp. Just for a moment, Mr. Pyle. I am glad to hear you 
make this statement because I think you and all of us are well aware 
we must be realistic. This is an area here which is not quite fair to 
the railroads in their pioneering of carrying their tax burdens through 
their operations, and of course we realize the tremendous impact that 
commercial air travel has had upon the railroad industry. I am de- 
lighted to hear you make the statement. 

Mr. Gross. To sum it up, in the 1961 budget we are not only not 
going to get a 2 percent decrease, but we are going to get a very sub- 
stantial increase in personnel in the FAA ? 

Mr. Pytr. Yes, Mr. Gross, and so that there is no misunderstand- 
ing, I would not like to leave the impression that we are cutting back. 
We may be able to reduce our target of employment by a factor some- 
where around 1 percent. This is what we are shooting for, and by 
refining the ways of doing things and by proper administration, we 
may be able to do the job with a few less bodies, but we have the 


responsibility to man, and operate, and maintain the facilities that 
have been made available to the American public by the Congress 
and it just takes people to do this. 
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Quite frankly, this increase in traflic is generating a requirement 
for people that until we begin to get the input from our research and 
development in terms of automation and replacing people by elec- 
tronic means, and computers, and other devices, we are going to have 
a continued increase. 

Mr. Gross. I will say in closing my end of this thing that I would 
be glad to accept your invitation to go out to the National Airport 
~ look over your operation out there sometime soon, if it is possible 
to do. 

Mr. Pye. We will be in touch with the committee and the staff 
and see what kind of arrangements we can make. 

Mr. Atrorp. Mr. Pyle, just as a matter of personal interest, and 
it is not quite pertinent or germane to manpower utilization, but I 
am curious. In these crashes that have been so widely publicized 
recently, were all of these planes equipped with radar ? 

Mr. Pyte. I will have to get you that information, sir. I would 
say, for instance, that soba the National airplane that went down 
in the Gulf of Mexico was. I doubt that the Allegheny plane was, 
Piedmont was not. The Capital airplane had a radar on it, but it 
was not operating. 

I assume you understand that this radar is primarily a weather 
device. 

Mr. Arrorp. I understand. 

Mr. Pyte. However, it will show ground return, too—certain types. 

Mr. Scorr. Are there further questions? 

Gentlemen, we appreciate your cooperation. 

Mr. Pye. Thank you, Mr. Scott. 

Mr. Scorr. The committee will recess until 10 o’clock tomorrow 
morning, at which time we will hear the Chairman of the Civil Service 
Commission. 

(Whereupon, at 3:55 p.m., the committee recessed, to reconvene 
at 10 a.m., Friday, December 4, 1959.) 
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FRIDAY, DECEMBER 4, 1959 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON MANPowerR UTILIZATION 
OF THE CoOMMITYEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a.m., room 215, 
House Office Building, Hon. James C. Davis (chairman of the sub- 
committee) presiding. 

Mr. Davis. The a: will come to order, please. 

We are continuing this morning the hearings begun last Monday 
and we take up today the Civil Service Commission. Weare pleased, 
indeed, to have Hon. Roger W. Jones, the Chairman of the Civil 
Service Commission, and Mr. Warren B. Irons, the Executive Director 
of the Civil Service Commission. 

Mr. Jones, I believe you have a prepared statement to make to the 
committee. 


STATEMENTS OF HON. ROGER W. JONES, CHAIRMAN, AND WARREN 
IRONS, EXECUTIVE DIRECTOR, CIVIL SERVICE COMMISSION 


Mr. Jones. I have, Mr. Chairman. 

Mr. Davis. We are delighted to have you with us and you may 
proceed with your statement, if you please. 

Mr. Jones. Thank you, sir. 

May I, Mr. Chairman, before I begin, indicate that the statement 
has been arranged in the order of the questions which were sent to 
us by the chairman in his letter notifying that these hearings would 
be held. The letter was dated October 27. I assume this is already 
in the record. 

Mr. Davis. Thank you, sir. 

Mr. Jones. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to discuss the issues raised in the October 27 
letter. With continuing manpower shortages and the prospect of 
continuing competition with other nations, manpower utilization is a 
subject to which we must all give our most earnest attention. 

The first question asked by the committee concerned the cause for 
the up-creep in the classified grades. Some of the basic causes which 
have sentra to the general upward movement of the grades in the 
Federal service can be identified, but it is impossible to determine 
their individual effects. These causes are not mutually exclusive but 
are closely interrelated. 
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I would like to discuss very briefly the six of these which we in the 
Civil Service Commission deem the most important. 

First, there is the matter of the changed coverage of the Classifi- 
cation Act. The position coverage of the Classification Act has 
changed from time to time, thus affecting to some extent the distribu- 
tion of employees among grades and salary averages. 

The 1949 act covered for the first time certain wholly-owned cor- 

orations such as the Export-Import Bank, the Federal Savings and 

an Corporation, and the Home Owners’ Loan Corporation, in 
addition to customs clerks, immigrant inspectors, and others. These 
additions had a definite, although not entirely identifiable, effect upon 
raising grade averages. 

Additional provisions of that act and its amendments excluded, 
among others, certain trades and labor employments. The applica- 
tion of the latter provisions have led to the exclusion of several thou- 
sand employees who were largely in the range of GS-1 through 
GS-5, and every time you take out people at the bottom, this tends 
to raise grade averages. 

Second, and probably much more important, is the changing char- 
acter of Government service. 

During the past 20 years, as we all recognize, I am sure, the char- 
acter and scope of the Government’s activities have expanded to so 
great an extent that a comparison of its current missions with those 

rior to World War II is totally unrealistic. Several new agencies 
i been established in order to perform new functions or to give 
increased emphasis to existing functions. 

The Department of Health, Education, and Welfare, including 
the very important National Institutes of Health, the General Serv- 
ices Atismetectien, the National Science Foundation, the Small 
Business Administration, the U.S. Information Agency, the Office 
of Civil and Defense Mobilization, the Federal Aviation Agency, 
and the National Aeronautics and Space Administration have been 
established or greatly expanded within the past 20 years. 

The functions of these agencies cannot be performed by clerks 
with a few supervisors. They must have large staffs of professional 
and technical employees. In other words, the new and expanding 
functions of Government are of the kind that tend to raise the grade 
average. 

The number of full-time, white-collar, Classification Act employees 
in the Federal Government, in the continental United States, has 
grown from 181,000 in 1937 to 931,105 in 1959. 

The War Department, for example, now the Department of the 
Army, has gone from 26,200 to something over 340,000, with the Air 
Force included in it, in 1959. The Navy has gone from 10,500 to 
125,000; Commerce from 6,300 to 22,327, remembering at the same 
time that we have to take out of that the few people who in 1957 were 
concerned with air traffic functions. 

The Veterans’ Administration has gone up from 26,500 to 92,000. 
This is typical of the kind of thing that has happened in a good many 
departments and agencies. 

_As the size of an organization increases, significantly, a propor- 
tionately greater number of persons are necessary to supervise, plan, 
coordinate, and control its activities. If, in addition to size, the fein. 
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tions also become more varied and complex, and even larger force of 
staff and supervisory personnel is necessary. Increase in size and 
greater complexity of function lead inevitably to decentralization, 
the need for greater attention to motivation and morale, communica- 
tions, employee-management relationships, and the need for improved 
management controls. 

Air-traffic control is probably the most dramatic example that we 
have, which has been continuously growing in size and complexity. I 
believe the subcommittee has already had detailed evidence on this. 

Mr. Davis. Yesterday afternoon. 

Mr. Jones. Yes, from the Federal Aviation Agency, so I will not 
go into the details except to say that the growth of landings and take- 
offs from 150,000 a year in 1938 to something like 25 million, 175 times 
as many, in 1958, is a good example of the kind of thing that has 
happened. 

r. Davis. While we are discussing them, we had testimony yes- 
terday from the Federal Aviation Agency that this year the air con- 
trollers have had as much as a two-grade increase. 

What, in your opinion, has been the effect of the defense contractors 
with their cost-plus-fee operations on the salary schedules? 

Mr. Jones. On the salary schedules of all Federal agencies, or 
just Federal Aviation ? 

Mr. Davis. Defense contractors. 

Mr. Jones. I am not sure that I possess enough information to give 
you anything that is definitive. I think all I can do is give you an 
impression. 

It is my impression that the growth of defense contracting of all 
kinds has probably had not very much effect on the grade structure 
of the Department of Defense y & three chief reasons. 

First, the research and development work in the Department of 
Defense, although it has shown a marked increase in the number of 
people assigned to it, has not shown a corresponding increase in grades. 
In other words, there has not been a great deal of upgrading that we 
have been able to discover in this kind of operation. 

There are now in the Department of Defense approximately 20,000 
scientists, engineers, and similar types of technically ee people 
who are engaged in research and development and an additional 12,- 
300 engaged in missile work, and over the period of the last 3 or 4 
years the grades have held pretty steady insofar as we know. 

There has been, however, an increase in a good many of the sup- 
porting grades in the Department of Defense for a variety of rea- 
sons that I will come back to in connection with running through the 
main statement. 

There has been some allegation from time to time that the fact 
that the private research contracts have tended to pay higher salaries 
than the Government has had an inevitable effect upon raising Gov- 
ernment salaries. 

Mr. Davis. That is one of the things I wanted to comment on. 

Mr. Jonxs. I have discussed this on an informal basis with several 
people who should be in a position to know, including, among others, 
the Space Administrator, Dr. Glennan. There can be no doubt that 
the Government has lost a number of very highly competent people at 
rather substantial increases in salary. Except for such adjustments as 
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we have been able to make within our so-called supergrade structure 
and our Public Law 313 structure, there has been very little change 
in the Government salary rates. 

Mr. Davis. That does create a tendency to push up. 

Mr. Jones. Yes. That, of course, has had a very definite effect. 
There are highly qualified men today in the Space Agency who are 
now occupying jobs which have been upgraded either because of the 
operation of Public Law 313 or because of the allocation of grades 
16, 17, and 18, either by statute or under the general quota which the 
Civil Service Commission assigns at salaries substantially in advance 
of what they had 3 or 4 years ago. But if you discount the normal 
promotion factor, I don’t think there is anything out of line on this at 
all. 

I think we would have had far greater losses if we had not had this 
degree of flexibility. We made a rather careful study of this in con- 
nection with the old National Advisory Committee for Aeronautics 
just before it was consolidated into the Space Agency. We discovered 
that whereas a number of highly trained scientific laboratory people 
had moved into private industry, and some of them in fact working 
on defense contracts of one sort or another at the substantially greater 
salaries, there had not been a general exodus nor had there been a 
substantial demand in advance of what we were able to do with con- 
gressional authorizations to raise their salaries. 

Now, in part, of course, the Congress foresaw this kind of thing 
when it enacted pay raises, when it enacted the new levels of the Clas- 
sification Act, when it gave the basic authorization in Public Law 
313, and so on, so it is all part and parcel of the fact that salaries 
have been going up. 

If I may, Mr. Chairman, I will skip over the rest of the discus- 
sion of the air traffic situation, and refer to the third factor, decentral- 
ization and improved management practices. 

Mr. JouHansEN. Mr. Chairman, I was unfortunately called from the 
room and I did want to raise a question in connection with the first 
paragraph on page 3 of your statement, where you cited some of the 
increases in the number of full-time employees and so on. I don’t 
know whether you cover it later or not or have in mind covering it 
later or not, but it occurred to me that in conjunction with those fig- 
ures, it might be appropriate to raise a rather broad and general 
question. 

I suspect it is a reflection on me after 5 years of sitting on this com- 
mittee that I feel the need of asking the question, but I have a pretty 
high degree of confidence that maybe you can answer it this time so it 
will stick with me. 

To what extent does or should the Civil Service Commission act in 
the role of a policeman with respect to the functional justification 
on a continuing basis, a check on the functional justification for this 
additional personnel ? 

Mr. Jones. I think I would have to answer, Mr. Johansen, that we 
have little responsibility in this field today. We do have certain 
specific responsibilities that have a tangential effect upon increasing 
jobs as a result of increased functions. | 

We have to see to it, of course, that they are classified at the correct 
level under the specifications which we lay down in our standards, but 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 315 


these are related against the agency proposal. In other words, let’s 
say that an organization, we will say the Space Agency, decides that 
they are going to create a new division which will be responsible 
for telemetering. They come to us with an organization chart that 
says that they will have as the head of this division a $17,500-a-year 
grade 18 equivalent and beneath that they will set up a couple of 
sections and will show need for a total strength within this new or- 
ganization of 25 positions. 

We would take each one of these 25 positions and relate it against 
the Classification Act statutory provisions, the standards which exist 
for the classes of jobs to go into this division, and the individual 
classification sheets that were prepared by the Agency and sent to 
us. If we found that they tended to overgrade engineers of a certain 
kind, we would, of course, have the power to that these positions 
are overgraded, but we do not, sir, say to the National Aeronautics 
and Space Administration, “We think, in terms of our analysis of your 
whole organization here, that this division as a whole is overgraded,” 
nor do we, even more importantly, say to them, “We don’t think you 
need 25 positions. We think you could get along with 23.” 

Mr, JoHansen. Are you aware of the existence outside of the given 
department or agency of any policing force in the Federal Govern- 
ment of the type which you just said you don’t do? 

Mr. Jones. Fie. 

“Forces”; I am glad you used that word, sir, because I think they 
are forces in that they relate more perhaps to powers of moral per- 
suasion than they do to actual day-to-day checks of one kind or an- 
other, but these forces I think are four in number. 

The first one I would just mention and then dismiss because it is 
outside of our field of responsibility. That is the review which the 
substantive committees of the Congress give to the general area of 
operations and program size of their agencies in connection with 
general hearings and reviews each year. 

The second congressional force 1s, of course, the detailed review of 
the budget through the appropriations committees. But coming down 
into the executive branch, there are three other kinds of forces which 
are at work, 

The first is the so-called comprehensive audit of the General Ac- 
counting Office, which increasingly is becoming a total management- 
type audit. 

Mr. JoHANnsEN. That is a postaudit, of course. 

Mr. Jones. It is a postaudit, that is very true; but over the years, 
just as we have come to gain a very substantial amount of value from 
the postaudit of accounts, so I think the General Accounting Office’s 
observations about what you might call the comparative anatomy of 
agency performance will produce some beneficial effects. I don’t know 
how much, because the comprehensive audit hasn’t been in force very 
long. 

Mr. Davis. Will the gentleman yield? 

Mr. JOHANSEN. Yes. 

Mr. Davis. Mr. Jones, did I understand you to say that the General 
Accounting Office is regarded as a part of the executive department ? 

Mr. Jones. No; I referred to the impact within the executive 
branch. The Congress does not, except insofar as individual investi- 
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gators come in, do audits on the spot. They make us come down 
here, properly. 

Mr. Davis. I thought you were citing the forces in the executive 
department and were putting the General Accounting Office in the 
executive branch. 

Mr. Jones. Not as a part of the executive branch. They are an 
agency of the Congress, but they have a direct impact within the 
executive branch in a different way from review of appropriations or 
programs by committees or by the staffs of committees. 

The next force, the second of the three that I would refer to, is the 
review of the budget by the Bureau of the Budget, with which, of 
course, I am not totally unfamiliar, having spent a great many years 
in that organization. 

Mr. Davts. Let me interrupt you right at that point. 

When the Bureau of the Budget was here on Monday Mr. Staats 
was testifying, and I have a letter from him now dated December 3. 
He says: 

When I testified before your Subcommittee on Manpower Utilization last Mon- 

day, I was asked to furnish before Friday an indication of “the number of 
increases in which in the last year or last 6 months the Civil Service Commission 
has brought to the attention of the Bureau of the Budget excessive manning 
of a department or agency.” On review I find that the following situation 
exists: * * *. 
Then he goes into several paragraphs here in which he explains that 
the Civil Service Commission has not brought to the attention of the 
Bureau of the Budget any instances of excessive manning of a depart- 
ment or agency and he explains in this letter that the Civil Service 
Commission does not perform a function of that kind. 

And a result of his answer to the question is that no such instance of 
excessive manning of a department or agency has been brought to the 
Bureau of the Budget’s attention by the Civil Service Commission, and 
his letter is in substance a statement that he doesn’t get any such 
reports from the Civil Service Commission or from anybody else, as 
far as I am able to make out from this letter. 

I would like you to have a look at it and comment on it. 

Mr. Jones. Mr. Staats provided me with a Thermofax copy of that 
this morning just as I was coming down, so I do have it here. 

Mr. Beten. Mr. Chairman, I might add one comment which might 
be helpful. 

This was a result of questioning Mr. Staats as to just what kind 
of a field force did the Bureau of the Budget have to get out and 
look. In other words, they get all this snow coming in to take a look 
at what they need in the way of a budget, but we say, “How did you 
go back and check?” 

We know from our own experience and the Commission knows 
from their experience that you have to get out and get a look at it. 
As a result of this, they say, “Well, we have all these things available, 
but there just isn’t anybody going out from that standpoint.” 

Mr. Davis. This is in line with the information that Mr. Johansen 
is trying to get as to just where the water hits the wheel on this 
proposition. 

r. Jonansen. And I am about to conclude, Mr. Chairman, that 
my search is well nigh totally unsuccessful and that basically there 
is, outside of whatever management controls there are within a given 
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department or agency, no effective outside comptroller of personnel 
and of utilization of manpower within the executive branch, and I 
think that maybe the clue to something that has to be done. 

I suppose we are going to have to build up a bureaucracy of police- 
men to police the bureaucracy. 

Mr. Davis. It appears that until this subcommittee began this work, 
there was absolute 9 check of any kind. 

Mr. Jowansen. You will understand my concern further, Mr. Jones, 
when I point out to you that Mr. Staats testified that if this com- 
mittee had knowledge of abuses in malutilization of manpower, they 
would be most indebted to us if we would bring them to their atten- 
tion. My point is that if there is no agency in the Government with 
that responsibility and assignment other than this committee, we have 
a most desperate situation, because, obviously, this committee work- 
ing full time without any regard to other congressional duties couldn’t 
possibly do the job. 

Mr. Davis. Let me ask you this, Mr. Jones: Does the General 
Accounting Office ever look at the total staff or even the grade struc- 
ture of an agency ? 

Mr. Jones. As I indicated earlier, Mr. Chairman, I don’t think we 
have gone far enough yet in developing the technique of the so-called 
comprehensive audit to know exactly where we are coming out, but I 
do think that broadening the spectrum beyond accounting deficiencies 
and the obvious conclusions that you draw from them will inevitably 
lead to kinds of comments upon organization, upon structure, upon 
what I referred to as the comparative anatomy of internal operations 
of the agency. 

Now, related to that, again to go back to the point that Mr. Johan- 
sen just made and to conclude the one I started to make before we had 
our three-way colloquy, the budget review process is, of course, con- 
cerned with the problem of increases. Whenever an agency comes in 
and says it needs an increase, then you do get a fairly detailed kind 
of a look-see by the Budget and its staff, including a good many in- 
spections in the field. 

Mr. Gross. That is mostly in terms of dollars, isn’t it, Mr. Jones? 

Mr. Jones. It is in terms of dollars, but the point I would make, 
Mr. Gross, is that with the exception of the dollars that we put out 
in grants, practically everything in the Federal Government program- 
wise is done through people. You have to look at the numbers of 
individuals who are assigned in order to get a feel as to what these 
dollars mean. 

Mr. Jonansen. With the showings that we have had, Mr. Chair- 
man, before this committee of the reductions that were made under 
the President’s 2-percent order, and which had superimposed on them 
in all too few cases actual reductions in personnel, and we had testi- 
mony, at least from one defense agency, that those curtailments were 
made with no impairment of the national security, it would seem to 
me that that record is quite a commentary on the something less than 
total effectiveness of the budget process if they came up to Congress 
and sold the Congress on appropriations for personnel which they 
didn’t have to use and which they now admit they were able to dis- 
pense with without any impairment. 
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Mr. Jones. I don’t think, Mr. Johansen, that the claim was ever 
made that this was a wholly effective review. You asked me what 
forces existed. 

Mr. Jouansen. I understand and I am not criticizing you, sir. 

Mr. Jones. I know that. 

Sometimes a great deal of good comes from internal management 
controls, particularly when you can deal with a situation in which 
you go after personnel utilization from the point of view of increased 
prementeriay: For example, in the Civil Service Commission, the 

‘eterans’ Administration, and a number of other agencies which have 
fairly large kinds of mass operations, we can get detailed information 
about the kind of thing that used to be called for in time and motion 
studies. The phrase now has a much more sophisticated connotation. 
This enables the agency to get work measurements that establish pro- 
duction norms or standards. Then you get improvement in produc- 
tivity with resulting falloff in personnel. 

We think in the Civil Service Commission, for example, we have 
been fairly successful in doing exactly this. 

Mr. JoHansen. Of course, that again calls for policing. 

Now, I want to make one further comment, and before I do I want 
to say to the gentleman from Iowa that I am not going to propose 
that we contract the function out. 

Am I correct in my impression that if what is usually called criti- 
cally an efficiency organization moves into a firm that is struggling 
with too high cost, they make a very careful study of manpower, 
manpower utilization, productivity, and so on? 

Mr. Jones. Yes. 

Mr. Jonansen. And is not that one of the major areas of their 
investigation and their effort ? 

Mr. Jones. Usually, yes. 

Mr, Jowansen. What I am trying to suggest is that somewhere 
in the Government, and not by contracting out, there ought to be a 
standing, existing agency outside of the governmental agency 
that would exercise in the area of ay. ly manpower utilization, 
and productivity, the same function and role, and do it continuously, 
that this efficiency organization would do coming in from the outside 
to a firm that was in distress. 

Mr. Jones. Please understand now, sir, I am not trying to alibi 
or defend existing practices; I am just trying to state what I think 
has been an increasing attitude toward this whole science of ad- 
ministration, in industry, in business, in Government, and for that 
matter in other kinds of organizations—educational institutions, for 
example. In the past 15 to 20 years there has been a steady drum- 
fire of insistence that management improvement was a responsibility 
of management itself and that the one-shot, or even recurrent, sur- 
veys by outsiders was no substitute for alert, intelligent manage- 
ment with the proper management tools at its disposal. If you run 
your system correctly, you get just about as good results depending 
on your own management to do your personnel controls. This is the 
argument, and it is supported strongly. 

I don’t know whether you do or don’t, frankly. 

Mr. Jonansen. However, is there not this profoundly important 
distinction : that in business there are pressures on management to do 
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that management job from directors and stockholders and from the 


profit and loss sheet which do not necessarily exist in the Gov- 
ernment ? 


Mr. Jones. Yes; in part. 


I am not sure that we can make the direct analogy and I am not 
sure that we don’t at time overemphasize that kind of pressure and 
underemphasize the somewhat inexorable pressure that there has 
been in most of the years since the end of World War II to keep 
expenditures and personnel down because of the tight budgetary 
situation. That is not something which is Republican or Demo- 
cratic; it has just been the general situation throughout the last two 
administrations. 

I know from personal experience that this has a very material ef- 
fect, not only in preventing expansions but in pushing people to do 
the kinds of things about reductions that without the budget pressure 
perhaps they would not have done. 

In our own case, for example—and Mr. Irons has the figures 
here—we have had to do this, looking at our various activities from 
the point of view of what has happened to employment and what 
has happened to productivity. That enables us to judge whether we 
are getting what we should for our dollar. 

The results are perhaps not dramat’c, but to us they are just a 
little bit thrilling. For example, on our recruiting activity, our 
average employment is off 14 percent between the last 2 years, but 
our number of applications processed is up 12 percent, our number 
of certifications is up 6 percent, our number of. inquiries answered, 
which run almost 2 million a year, is up 3 percent, and we have 
dropped our personnel in that particular activity by almost 6 percent. 

Mr. Jowansen. Is this recruiting governmentwide, that you are 
speaking of ? 

Mr. Jones. Yes. This is our internal function on accounting for 
all agencies. 

Mr. Jouansen. That is the Civil Service Commission ? 

Mr. Jones. This is the Civil Service Commission, yes, but it is our 
effort on behalf of the Government. 

Mr. JoHansen. I commend the gentleman for that, but I don’t 
think the picture is quite as encouraging governmentwise, and let me 
say this, and I do not want to castigate all departments of Government 
on the basis of the showing of the worst. However, so far as rely- 
ing on internal management is concerned, so far as the U.S. Informa- 

tion Agency in the light of the sorry and shabby, shameful showing 
made before this committee yesterday, I would not have a particle 
of confidence in the internal management of that Agency. 

Very largely I would say the same thing for other reasons, includ- 
ing the enormous zeal that they have for their own activities and 
programs, about the Office of Education. 

It seems to me that with respect to these agencies we need the pres- 
ence of a constant outside force, outside in respect to the department 
or agency, to keep policing the thing, and I cannot seem to find that 
anywhere. 

Mr. Jonrs. No, an agency doesn’t exist, Mr. Johansen. 

Mr. JoHansen. That is all I wanted to hear. 

Mr. Jones. I said there were “forces” and that’s all. 
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Mr. Jouansen. I am glad the record is clear on that, and in sayin 
that I am not criticizing you, and I want that in the record beyon 
peradventure. 

_Mr. Davis. Mr. Jones, have you given any thought to the crea- 
tion of such a control as you have been discussing with Mr. Johansen ? 

Mr. Jones. You mean to what it might do, or whether it would 
be a good idea, or both? 

Mr. Davis. No. As to how it might be set up. 

Mr. Jones. No. 

Mr. Davis. I concur with the opinion he has just expressed that 
there should be some such existing force. 

Mr. Jones. I frankly admit I have not. I have wrestled with the 
eer in two staff agencies, namely, the Budget Bureau and the 

ivil Service Commission, on how to get measures or productivity 
within a staff agency that will enable you to cut personnel and costs, 
and then have looked at it from the point of view of what I would be 
looking for if I had someone to come in and tell me what I had to do 
or what I ought to do. I must confess that I have chased this devil 
around the bush with very little conviction as to where I would come 
out. 

Mr. Davis. Do you think that the General Accounting Office might 
be given such a function as that ? 

Mr. Jones. Of course I can’t speak for the Controller General, but 
my guess is that unless the dimensions of the job were very precisely 
spelled out by statute or the national policy was laid down with a 
good clear indication of the direction that it was to go, the General 
Accounting Office would find this an extraordinarily difficult thing to 
organize and to operate for two reasons: 

First, because of the rapid growth of the belief that this is a man- 
agement function which management should perform for itself, par- 
ticularly emphasized within the structure of our Federal Government 
by our constitutional separation-of-powers concept. The executive 
power is vested in the executive department; second, whenever you 
take unto yourself the responsibility of telling another fellow how he 
should do his job rather than what he should do, you automatically 
have to assume a very major part of the management responsibility 
with him. I think, Mr. at ali that we might get considerably 
further along if there were an effective means of getting a full scale 
executive-legislative branch substantive review of many of the pro- 
grams which we now conduct, and of establishing new baselines for 
those programs in a way that you can’t do before the appropriations 
committees in the pressure of budget review. 

Please understand I do not criticize in one iota the Appropriations 
Committees’ method of procedure. I think it is nothing short of re- 
markable that we come out with the kind of budget decisions we do 
year after year and have them stand up as well as they do in the light 
of hindsight, which is always our best measuring stick. But I have 
not yet seen, in my 26 years in Washington, the sweeping kind of re- 
view which is budgetary on the one side, and programwise on the 
other side, that would throw together the combined expertise and 
knowledge of the Appropriations Committee approach and the sub- 
stantive committee approach. 
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If I may give you an example, I believe that the operation of this 
committee and its counterpart committee in the Senate has had a 
stimulating effect, not only on the Post Office and on us to improve our 
internal management, but, particularly in the Post Office Department 
in cutting back growth by the adoption of up-to-date business meth- 
ods, by the installation of automatic data processing, by the develo 
ment of new types of machinery for the handling of mail—by the 
mechanization, if you will, of the Post Office Department. Of course, 
it hasn’t cut out all increase because, with a country growing as fast 
as the United States, you have an inbuilt factor of growth. I would 
like to see where we could go if we had in a more general review the 
interest and sympathetic support of both the substantive committees 
and the Appropriations Committees. 

You can get at our end of the avenue or at this end of the avenue 
any number of attitudes of mind with respect to the essentiality of 
almost any given program that we want to sents up. 

It is fruitless of course to pick out specific examples on a narrow 
basis, but I honestly think that there has not been a searching and 
thoroughgoing base line review of most of our Government programs 
on a friendly, coordinated basis between the two branches of the 
Government, certainly not within my time in Washington. Intensive 
consideration, occasionally is given to one small area, as the Congress 
did before the National Aeronautics and Space Administration, for 
example, was set up. 

The review that was made at that time of the concept, the program, 
the policies of the old National Advisory Committee for Aeronautics, 
was searching and I think most worthwhile. It permitted a redirect- 
ing of effort which, if we had not had it, would have meant a much 
more rapid growth of the new organization because you would have 
superimposed a new program on an old program. 

o come back to your question, Mr. Chairman, if you should es- 
tablish such a control agency, even under very precise directives 
which told it that it was to go in and to examine the organization, the 
structure, and the effectiveness of manpower utilization of the Fed- 
eral departments and agencies, I can’t help but wonder what would 
happen if there should be a basic difference of opinion on what the 

rogram level should be, the program level expressed in terms of the 
ae one dollars, of which personnel is just one reflection. 

Tam sure that such an agency would automatically make judgments 
about the adequacy of the program level. This I think would create 
a very real problem. Most of us in our hearts, all other factors being 
equal, would like to see domestic programs expanded or carried on on 
a basis that is more adequate. Some of them, of course, we would 
like to see cut out. Once you had this new watchdog agency makin 
assumptions as to what program levels would be, I believe we woul 
immediately find the contest removed from the arena of the executive 
branch into the arena of the Congress, with the result that there would 
be a great deal of criticism of the control agency, and perhaps efforts 
made to restrict certain of its operations. 

Mr. JoHansen. May | interrupt at that point ? 

Is there a possibility that in that analysis and in your reference to 
program levels you are inadvertently confusing program levels, on 
the one hand, and efficient utilization of manpower up to the levels 
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me ae set by either appropriation or legislative determination of 
policy ? 

I am thinking of this policing in terms of maximum efficient and 
economical utilization of personnel within the framework of the pro- 
gram level set by statute. 

Mr. Jones. Now, if that can be clearly spelled out, sir, so that the 
agency does not have power to challenge program assumptions in any 
way, Shape or manner, then I think perhaps you could get a series of 
reports that would be an extension of the kinds of things that manage- 
ment does for itself. If these were then made available both to agency 
management and to the committees of the Congress, the substantive 
as well as the appropriations committees, they would probably enable 
you to effect some reductions in personnel. What I am not sure of, 
from watching operations like the Budget Bureau’s successive 2 per- 
cent orders, or some of the orders which have not been given publicity, 
such as internal orders of the departments and agencies themselves, 
is whether you would be able to identify the results, because our base 
line is constantly changing. 

If we could stand still and say this is going to be the level of Federal 
Government activities for X number of years, you could get a base 
line that would work. 

We in the Budget Bureau, for example, over a period of about 4 
years tried very valiantly each year to start from a zero base in build- 
budgets. 

very time we tried to do it, we discovered that the program would 
not stand still even in the period from the 1st of July until the budget 
came to Congress early in the next year. Government is too dynamic 
to have a zero base. The world in which we live moves too fast to 
give you even a static base line from which to take off. You wind up 
with an exercise that ends up in frustration. 

The significant thing is to try to factor what have been the built-in 

rowth stows. There have been various and sundry figures from 
inside and outside the Government, but, to give only one example, if 
you average them out you will get general agreement that growth of 
population alone would justify an increase in post office employment 
each year of from fourteen to seventeen thousand persons, leaving 
out what you can do to reduce that with automation, with mechan- 
ization, and with increased productivity. 

Now, perhaps that is a good enough baseline so that you can fac- 
tor within it. I don’t know. However, I am sure that when you come 
to the kind of program where you don’t have that sort of measure, 
where you are dealing with terrific intangibles, the job is almost im- 

ible. Mr. Johansen, you have mentioned, for example, the In- 
ormation Agency. It has a broad charter by normal program stand- 
ards, perhaps a somewhat nebulous charter. Vast discretionary au- 
thority is left within the agency as to the kind of programs it will 
carry on, whether it will carry them on, and where. In terms of per- 
sonnel controls, such an authorization is just like a jellyfish. You 
squeeze it and it comes right through your fingers. If you try to re- 
late authorization to the absolutes of baseline personnel for any given 
function. I don’t think you can measure it against productivity 
standards; I am not sure that you can measure it against anything 
except inspirational standards, and changing national aims. Program 
level is controlled only through appropriations. 
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Mr. Davis. I want to ask you one thing along that line. 

What would be your opinion as to whether this self-policing on the 
part of management would not be greatly improved if the concept of 
importance among supervisory people in the Federal Government 
were completely reversed from the present situation ? 

As it is now, the importance of a supervisor depends on the num- 
ber of people he supervises. That seems to me to be the wrong ap- 
proach to the problem. 

I am inclined to think that this self-policing on the part of manage- 
ment would be greatly improved if the situation were just reversed 
and that the importance of a supervisor depended not on the number 
of people beneath him, but on the results which he obtained in the 
way of efficiency and economy. 

Have you ever thought about that ? 

Mr. Jones. I have thought a great deal about that, Mr. Chairman, 
and if I may respectfully disagree with the chairman on the verb 
which he used or the tense of the verb which he used, he said, “As it 
is now.” I think I would ask him to modify it to say, “as it was until 
recently.” 

I honestly believe that there has very largely disappeared in the ex- 
ecutive branch almost all adherence to the old tradition of the straight 
pyramid where you judge the importance of a job by the numbers of 
people supervised. I think we have very demonstrable evidence of 
that if we take a close look at almost any agency budget which you can 
find in the budget book. 

Mr. Davis. I am just not acquainted with the change that has taken 

lace. 
: Mr. Jones. Certainly, in terms of our work on classification, we 
very rarely now get a set of proposed classification actions which 
indicate that jobs should be raised because the number of persons 
supervised has gone up from 35 to 75 or from 30 to 100. This was 
true at one time. 

Mr. Davis. How has that change manifested itself? 

Mr. Jones. It has manifested itself by a whole series of things— 
better understanding of supervisory responsibility, a much closer sur- 
veillance by central management of intermediate supervision in terms 
of the efficiencies that they are getting out of it. 

Mr. Davis. Can you give us an illustration of it? 

Mr. Jones. Yes, I can. 

Where you have direct production measurements, the common de- 
vice here has been to say to the people involved, “You get. better pro- 
duction and we won’t take the money away from you. We will let 
you use that money to improve your services, to improve research and 
development to make your job still better,” and so on. 

Mr. Davis. Who said that to whom ? 

Mr. Jones. That has been said both by central management in our 
departments, and it has been said by the Appropriations Committee. 
Mr. Davis. I want to emphasize it if that is really taking place. 

Mr. Jones. Is there anybody here from Post Office today ¢ 

I think this has been true in the Post Office Department. I can’t 
give you the precise section or the man’s name in charge of it, but, 
certainly, in talking over the very dramatic things that they have done 
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in their mechanization program, I am sure that this has been an 
element. 

I am equally certain that this has taken place extensively in the 
massive cutbacks that have been taken in civilian employment in the 
three armed services departments, leaving aside the question of con- 
tracting out in the Department of Defense. The creation of central 
management staff to go in and work with supervisors has helped, too. 
They teach better methods of supervision with the understanding that 
they were not just looking for dollars to take away, but that they were 
giving the opportunity to improve programs within the same number 
of dollars. 

Mr, Davis. I think that would be wonderful if that is taking place. 

Mr. Jones. The reason I am so sure it is, Mr. Chairman, really 
comes out of a very simple thing. I sat for years and I looked at 
what the agencies put in - way of requests for budgets. These were 
responsible budgets. People don’t pad their budgets all the time they 
send them forward. 

Time after time the measure of inability to geth more funds, either 
by Presidential decree or by congressional decree, has led an agency 
to improve its operations, to do more work for fewer dollars or the 
same amount of dollars, to improve supervision, to cut down on the 
old concept of giving grades just on the basis of number of people 
supervised, and to turn the thing around in the direction in which 
the chairman has expressed an interest. 

Mr. Davis. Mr. Jones, in dealing with requests for supergrade posi- 
tions we run into this, and these are the considerations that cause me 
to say I don’t know of any change that is taking place in this con- 
cept. In the requests that are made to this subcommittee for addi- 
tional supergrade positions we get this argument: “This position has 
reached the point where it should be a supergrade position.” We 
will be talking about some regional office manager somewhere and 
they will say that he has this number of positions there now and that 
his work has increased, that he is now supervising a certain number 
of people. 

Mr. Jones. Mr. Chairman, I don’t want to seem to be arguing with 
you, because I am really not. The same story when it is told to us 
and when it is looked at by us, does not stand up. The increase is 
geared not to an increase in number of people, but to an increase in 
number of functions or complexity or diversity of functions, which 
in turn brings more people along with it. 

Mr. Davis. That is one of the factors of course that they present, 
but they also present the number of people. 

If this change is taking place, the word ought to be spread out so 
it will trickle down all the way through the 2,345,000 employees in 
the Federal Government and it will not be a secret that only you 
know about. 

Mr. Jones. I think we are doing a lot with this in terms of efforts, 
backed to the fullest by this committee in the enactment of the Gov- 
ernment: Employees Training Act, to do a better job on training 
supervisors. 

Mr. Davis. I think it should be publicized. If it is actually taking 
place, I think it should be publicized so that the word will get out 
that hereafter the importance of a supervisor does not depend on the 
number of people he supervises, but depends on what results he gets. 
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Mr. Jones. Mr. Chairman, I regret that I cannot give you precise 
page, line, and verse on this, but I have seen this in agency manage- 
ment literature I do not know how many times, but a good many 
times, enough so that it has made a very definite impact on me in the 
course of casual reading. 

Mr. Davis. Would you do this?) Would you take time enough to 
develop this somewhat and prepare some material to go in the record ? 

Mr. Jones. I think there is a lot of material available and I think 
we could do it fairly promptly ; yes, sir. 

Mr. Davis. I cane appreciate it if you would. 

(The information referred to follows :) 


The Civil Service Commission has a long-established policy that supervisory 
positions shall not be classified solely on the basis of the number of people super- 
vised. This policy is reflected through the training courses given by Commission 
staff, through the standards issued under the Classification Act of 1949, and 
through our inspection operatoins. 

During fiscal year 1959, the Commission staff throughout the country con- 
ducted 26 basic classification training courses which were attended by about 900 
agency employees. These training sessions serve as a basic introduction to posi- 
tion classification for a large number of agency classifiers and many administra- 
tive officials. In each of these sessions in addition to pointing out the legal 
requirements the Commission staff points out the possible classification error 
resulting from basing the classification of a position om the number of people 
supervised. The basic training course which the Civil Service Commission uses 
is also used to a considerable extent by the agencies in training additional people 
to operate in the classification area. Thus the legal requirement and the policy of 
the Commission is further emphasized by departments and agencies in their own 
training. 

The preface to classification standards which are issued for agency use states 
that undue emphasis must not be given to the number of employees supervised. 
This policy is a part of all Commission published standards. In the classifica- 
tion of supervisory jobs there are many factors which play an important role. 
These include the controls the supervisor exercises over policies, objectives, plans, 
volume and flow of work assignments, work methods, training, production, and 
results. We also take into account the difficulty of the work supervised, the 
variety of funcitons, and the complexity of the organization supervised. 

The Commission has issued instructions that agencies must use in evaluating 
supervisory positions. These outline the elements to be considered. They are 
(1) the grade level of the work supervised, (2) the kind and degree of super- 
vision exercised, (3) the scope and variety of operations supervised, and (4) 
any special additional responsibility which might be present in the position. This 
latter item includes fluctuation of the work force, constantly changing assign- 
ments and dealines, physical dispersion of operations, and supervision of shift 
operations, 

Safeguards against overemphasis of the size of an organization are included in 
many Commission standards. Examples of this are contained in the physics 
series, the payroll series, and the cash processing series, running the gamut from 
a highly technical and scientific group through to a clerical processing group. 

In auditing the classification of positions, the Commission staff determines 
whether the departments are classifying positions in accordance with published 
standards. Since all Commission standards are issued in the light of this long- 
established policy, the inspectors of necessity emphasize this policy. They apply 
this policy rigidly to the 24,000 to 26,000 positions we review each year. 

In addition to our continued stress of this policy in the “Federal Personnel 
Manual,” in the standards, in our training sessions, and in our inspections, many 
agencies have reiterated it in their own issuances and instructions. For ex- 
ample, the Department of Army civilian personnel regulations provide that su- 
pervisory jobs will not be evaluated solely on the basis of the size of the organiza- 
tion or the number of subordinates supervised. Classifiers are advised to use 
actual workload data as an aid in assessing supervisory responsibility. The 
“Department of Commerce Manual of Orders” contains a specific prohibition 
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against considering the size of organization or number of employees supervised 
in classifying a supervisory position. 

Most other agencies continually emphasize this overall policy in the carrying 
out of their responsibilities under the Classification Act. 

Mr. Jones. If I may go back to one point and this is no consola- 
tion, Mr. Johansen, but I do want to stress it again, I don’t know 
where we would be if we hadn’t had what I have called the inexorable 
budget pressure. 

Again, not to make invidious comparisons, but just to illustrate, 
the Congress has shown a great deal of interest in the programs of 
the National Institutes of Health and our research and grant pro- 
grams in all of the field of attacks upon disease. I think we can safely 
say that regardless of all other pressures of the budget, this type of 
effort has been given every single bit of resources that it could pro- 
ductively use. 

Executive suggestions from time to time that part of the work be 
stabilized or not expand, whether it be heart, or cancer, or something 
else, have not met with congressional approval. The last two Presi- 
dents, Mr. Truman and Mr. Eisenhower, have gone along with the 
Congress in its determination of what it wanted to do here. 

However, if you analyze carefully, and we have done so on an in- 
formal basis, gathering impressions, and so has the Budget Bureau, 
you would find here that consistent effort has been made to keep the 
management of these programs in step with the increased dollars that 
have come in. Classification has not run away with itself on the basis 
of increased staff : 

Here, if anywhere, you could have looked for a proliferation of 
ener money, and increased people, and I don’t think we have 

ad it. 

Now, where you have the reverse, where you have increasing con- 
gressional pressure to cut back a program, or where you have execu- 
tive pressure to cut back a program, the agency manager, if he is go- 
ing to live up to the demands of his constituency at all has to find 
means of cutting corners. He has to find means of keeping his peo- 
ple down and his money in behalf of them at a steady level. 

I am not at all sure that a watchdog agency would do much more 
than we have now. They could probably get some dramatic things, 
but the difficulty would be great. For example, this type of inspec- 
tion is a terribly difficult thing to make. With a very much simpler 
area of responsibility, which we have in our Bureau of Inspection 
and Classification Audits, when we go into an agency, even though 
we spend perhaps a million dollars a year of our rather limited ap- 
priation on inspections, we find that we can’t inspect a whole agency 
thoroughly at one time or oftener than once in 3 years. We schedule 
these inspections as much as 3 years in advance. 

In the fiscal years 1960 through 1962, for example, we will be able 
to do only 17 agencywide inspections and we will have to cut corners 
on all of them. 

The kind of an organization which you would need to do this job, 
Mr. Chairman and Mr. Johansen, on the basis of getting immediate 
results, would be so big in terms of its own manpower needs that I 
don’t think we could recruit them. The sort of people required aren’t 
available to do this kind of thing. You would have to be highly selec- 
tive about it. 
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Mr. Davis. Mr. Jones, possibly this question should have been asked 
of Mr. Staats when he was here, but it wasn’t, and inasmuch as you 
formerly occupied that position of Deputiy Director, I thought I 
would ask you. 

In the Classification Act, section 1001 reads this way: 

In accordance with regulations issued and administered by the Director of 
the Bureau of the Budget, each department shall make systematic reviews of 
the operations of each of its activities, functions, or organization units on a 
continuing basis. 

(b) The purposes of such review shall include, among other things, (1) 
determining the degree of efficiency and economy in the operation of the depart- 
ment’s activities, functions, or organization units; (2) identifying the units that 
are outstanding in those respects; and (3) identifying the supervisors and em- 
ployees whose personal efforts have caused their units to be outstanding in 
efficiency and economy of operations. 

I would like to know what has been done to implement that section. 

Mr. Jones. May I speak first to the Civil Service Commission ? 

Through our standards operation, and our inspections, we do our 
part of this on a continuing basis within the limits of what we can 
afford in the course of each fiscal year. So far as the Budget Bureau 
is concerned, in past years, unless my memory fails me completely, 
this has been a part of the budget review each year. 

There has been increasing pressure to create central management 
review staffs in a good many of the agencies, partly as a result of this 
particular provision. In some cases this has not met with a great deal 
of favor in the si to process. In fact there have been some 
cases in which funds have been specifically denied for the establishment 
of staffs designed to do the kind of thing that was here called for, the 
continuing review of the organizational structure and the manage- 
ment efficiencies of the agency. Moneys have been put in from time 
to time and have not been granted. 

Mr. Gross. Why aaat there be a special staff set up within any 
oer Hien there already exists personnel people and management 

eople ? 
, Mr. Jones. In a good many agencies there was no central manage- 
ment staff at all, Mr. Gross. They found they couldn’t get the results 
without creating a unit which you go across the board. 

Mr. Gross. Well, but that is not true today, is it? 

Mr. Jones. I think there are still agencies without central manage- 
ment staff, in some cases because the Congress has said in the appro- 
priations process that they can’t have them. 

Mr. Davis. In line with subparagraph (b) of this section, do you 
know of any supervisors and employees who have been identified as 
this section requires whose personal efforts have caused their units to 
be outstanding in efliciency and economy of operation. 

Mr. Jones. Yes. 

We have recognized them in the Civil Service Commission. We 
have given them what we call incentive awards under the Incentive 
Awards Act. We have recently done this for the very outstanding 
job of the head of our Standards Division. 

Mr. Davis. As outlined in this section now, this has a definite state- 
ment there in paragraph (b) : 
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Identifying the units that are outstanding in those respects. 
and (3) : 

Identifying the supervisors and employees whose personal efforts have caused 
their units to be outstanding. 

Mr. Jones. Yes. We do this kind of thing all the time. We do it 


year. 
Mr. Davis. You follow through on this and comply with it? 

Mr. Jones. Yes, sir. 

We just recently gave an award to the head of our standards work 
for the work that was done by the whole Standards Division. The 
whole Standards Division participated in this. They increased our 
production of standards above any norm that we possibly could have 
asked them to do by comparative analysis with past experience. 

Mr. Davis. You do keep this in mind, then ? 

Mr. Jones. Very definitely. And many of the other agencies do, 
too. 
I have had the privilege since I have been at the Civil Service Com- 
mission of speaking at four agencywide annual award ceremonies 
where weet dne from longevity pins to special awards for sugges- 
tions on efficiency were given out. At every single one of these, some- 
one has been recognized for exactly this thing, Mr. Chairman. 

Mr. Davis. I am certainly glad to know that. 

Mr. Jones. The Department of Labor, for example, has a very ag- 
gressive program for identifying this kind of accomplishment, and 
so does the Post Office Department. 

Mr. Jowansen. Mr. Chairman, I have an unavoidable commitment 
downtown; I am going to have to leave. 

I do want to express my appreciation for your comments, sir. I 
have a very high regard for your experience, your wisdom, and judg- 
ment, and I particularly appreciate your comments on this matter 
that I raised. I still entertain the belief that at least a ag plan 
approach to this sort of a thing I suggested might be feasible, might 
be worth while to determine the value or lack of value of such a 
method. 

But I did want you to know I appreciated your comments very 

atly. 

Te ines. Thank you very much, Mr. Johansen. I appreciate 
your confidence. 

Mr. Davis. Will you proceed then, Mr. Jones. 

Mr. Jones. I was about to discuss decentralization and improved 
management practices. 

As the Federal service became larger, more complex, and more wide- 
spread geographically, it was necessary, in order to provide efficient 
service, to make substantial delegations of authority. The inesca- 
pable result of growth and decentralization is that higher level staff 
positions are necessary to plan and coordinate dispersed activities 
to inspect or review operations, to give attention to motivation o 
employees, to training, communications, and so forth. 

The effective control of large organizations required the application 
of more advanced financial systems. Former budgetary operations, 
which had been maintained largely by nonprofessional 


ants and clerical workers, have been replaced by modern accounting 
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and auditing systems requiring the employment of greater numbers 
of professionally trained personnel. 
n excellent example of the effect of improved management methods 
ata structure is found in the case of the General Accounting 
ce. 

Trends in the General Accounting Office in the past decade illustrate 
vividly a highly constructive response by the agency and the Congress 
to the need for different types of control brought about by the 
increased size, complexity, and scope of the Federal Government. 
Emphasis on improving agency accounting and budgeting systems, 
increased use of comprehensive and other on-site audits, and relief 
from special auditing requirements for the Post Office enabled the 
General Accounting Office to improve financial management through- 
out the executive branch and to give better service to the Congress. 

The carrying out of such a program requires more highly talented 
and trained employees. In 1948, 8.4 percent of GAO employees were: 
in GS-11 and above; in 1959, 27.2 percent of employees are in these 
grades, The median grade in 1948 was CAF-5 (now GS-5) ; in 1959 
it was GS-8. This is an increase of three grades in that period. 
During the same period total staff decreased by more than 4,000 
employees. These changes in grade structure can be assessed fairly 
only in the light of growth in complexity, scope, and size of the Gov- 
ernment itself. The type of control techniques employed by the GAO 
are becoming more and more common in large organizations, both 
business and Government. 

The growth in technical and professional staff assistance to the 
Congress since the Legislative Reorganization Act of 1946 is another 
example of a positive and dynamic response to changes in Govern- 
ment. While the addition of a greater number of high-quality pro- 
fessional staff members has undoubtedly raised average salaries, it 
must be judged on the basis of the need of Congress for this kind of 
assistance in dealing with national and international problems in the 
space age. 

Major developments have also been occuring in the area of medical 
care. The chronic shortage of physicians, combined with the in- 
creased amount and quality of training in the basic sciences of such 
support medical personnel as medical technologists, nurses, physical 
therapists, pharmacists, and so forth, has resulted in dramatic growth 
in the responsibilities of many such support personnel. Such growth 
has been recognized by changes in standards which have resulted in 
upgradings. 

For example, nurses have gradually been given more professional 
duties, and, in turn, have passed on many of their simpler patient 
care duties to nursing assistants. Nursing assistants have been able 
to assume these duties as they have been more thoroughly trained. 
The number of schools for the training of practical nurses has in- 
creased significantly. Many of the manual labor duties formerly 
done by nursing assistants has been assigned to wage board employ- 
ees, such as hospital orderlies and laborers. Since nursing assistant 
is one of the largest occupations in the Federal service—34,700 in 
October 1958—the upgrading in this occupation has considerable 
effect on grade structure. I would like to stress this little table on 
page 8 of my statement, which shows the change in grade distribu- 
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tion for nursing assistants over the past few years—to illustrate this 
same kind of problem. 

Here you will notice in 1951, we had in GS-1 of the nursing assist- 
ant occupation 23.9 percent of the employees. In October 1958, this 
was down to 0.2 percent, with the very great corresponding increase 
coming at the next to the highest grade, GS-4. 

This kind of thing has happened over and over again, wherever new 
technology, new complexity of problem to deal with has come into the 
picture. 

Mr. Gross. And inflation. 

Mr. Jones. Yes, and inflation; that is very true, the inflation which 
comes, Mr. Gross, from not having enough people to go around to fill 
the demand. This is true. But you have also had it to some extent 
in craft occupations in which you do not have a shortage of skill but 
you require a higher degree of skill, and that, under the kind of so- 
ciety in which we live, has been looked upon as an automatic factor 
for increasing the amount of compensation received. 

The fourth factor that relates to this is the scientific and tech- 
nological developments. We have skirted around these. I have 
cited the increase in the R. & D. people in the Department of Defense. 
I don’t think we need to read the text here, sir, but again I would call 
attention to the little table in the middle of page 9. The increased 
number of professional and subprofessional employees combined, in 
the following occupations, is a case in point, the biological sciences 
group having gone up 7 percent, the engineering group up 42 per- 
cent, and the physical science ee having gone up 76 percent. 

During this period, total Federal employment under all wage sys- 
tems increased only 12.3 percent. 

Mr. Davis. Does that refer to dollars or to personnel, that 12.3 
percent ? 

Mr. Jonss. This is employment, the total number of people. In 
other words, the comparison, the average increase of this physical 
science group, 55 percent, and the increase for all personnel only 12.3 
percent: in other words, 414 times the rate of increase in the science 
group that there is in total Federal ee 

Moving to page 10, automation and mechanization of work proc- 
esses: Since the more routine and repetitive tasks best lend themselves 
to automation and mechanization, it is not surprising that thousands 
of lower graded assignments should disappear when such processes are 
installed. Within the past 20 years, automation and mechanization of 
work processes have been applied extensively throughout the Federal 
service. Electronic data processing equipment has literally revolu- 
tionized methods formerly employed in the Federal service. Elec- 
tronic data processing equipment is used in computing material 
requirements and related logistical operations; for example, inven- 
tory control and stock distribution analysis; in making mathematical 
computations and analyzing complex statistical data; in computing 
insurance benefits of all kinds, such as social security benefits, railroad 
retirement benefits, and national service life insurance; in servicing 
U.S. savings bonds transactions; in personnel and fiscal accounting 
and record keeping; and in paying and reconciling checks drawn on 
the U.S. Treasury. 
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The use of mechanical, electromechanical, and other types of devices 
has greatly reduced the need for lower graded employees. For ex- 
ample, photocopy equipment of various kinds, automatic letter writing 
machines, mechanically prepared multilith stencils, automatic 
addressing machinery, and the like, have been used largely in place of 
manual typing. The use of microfilm has resulted in the abolition of 
hundreds of file clerk positions. Those are but some examples of 
the ways in which the introduction of automation and mechanical 
devices is affecting the job makeup of Federal service. 

Mr. Davis. In installing this automation, do you know if, through 
increased automation, we have reduced the number of Government 
employees ? 

Mr. Jones. We have, sir. In a recent speech of the Administrator 
of Veterans’ A ffairs—I will have to check this and correct the figure if 
I am wrong when I review the record, if I may, but my recollection 
is that Mr. Whittier pointed out demonstrable savings, personnelwise, 
of approximately $5 million a year on his insurance operation. 

This again is against a base line, Mr. Chairman. This is against 
a base line of an assumption of no growth in the universe that he has 
to cover. It is partially offset by the fact that the number of claims 
for the payment of insurance as a result of death has been increasing 
as our veterans have grown older and more of them have died. 

Next, the lag in white collar pay: Except for brief periods of reces- 
sion, our national economy during the past 15 years may be character- 
ized generally as a period of continuous high employment, rising 
prices and wages, and manpower shortages in many occupational cate- 
gories. Obviously, these influences have had a marked impact upon 
the Government, which competes with private industry for personnel 
in many occupations and grade levels. And this is all the way 
through, straight across the spectrum. 

Pay increases for Federal blue-collar employees, made almost an- 
nually on the basis of changes in prevailing rates in private industry 
have, for such positions, kept the Federal Government in competitive 
position with private industry. In contrast, statutory increases in 
Classification Act pay schedules have been much less frequent and 
have usually trailed far behind such changes in industry. The result 
has been an almost continuing unfavorable competitive position in the 
labor market for the kinds and quality of white-collar employees 
needed to staff the varied and complex activities of our Government. 
Differences in favor of industry are particularly great for the higher 
grades. At the same time, increasing blue-collar wages in relation to 
those of the Classification Act have added to the problems of manage- 
ment and have resulted in additional strains on the Classification Act. 

I think I should point out here something about which I feel very 
strongly. 

I do not believe that the quality that you find in the higher-paid 
Government executive has suffered as much as you might think just 
on the basis of comparative salaries. From my own observation, I 
am inclined to give a very high mark in terms of quality to the Gov- 
ernment executives. Most of them are very competent — I 
think we can say that although there has been some lack of competi- 


tive position, we have not had a great deterioration in our adminis- 
trative and executive levels. 
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But to get back to the specific, particularly important are the 


yo r people. 

A a ee a apprentice in the Naval Ordnance Plant in Charles- 
ton, W. Va., receives a salary of $4,742.40 per year, the wage board 
scale, yet an engineer with a bachelor of science degree enters the 
same plant with a salary of only $4,490 (or $5,430 if he stood high in 
his class). A mimeograph operator, employed by the Corps of En- 
gineers in Los Angeles, with high school education plus 3 months’ ex- 
perience, receives $4,534.40 at entrance and in 6 months is promoted 
automatically to $4,763.20 if his work is satisfactory. A college grad- 
uate, in other than engineering and scientific fields, with 4 years of ex- 
pensive education as a background, enters the service at a salary of 
only $4,040 per year (or $4,980 if he stood high in his class). These 
are but a few examples of situations which understandably are sources 
of employee resentment and frustration and lead to pressure on man- 
agement, and consequent the Classification Act system, for remedial 
action. 

Mr. Davis. Is that a comparison of wage board employees with 
classified employees ? 

Mr. Jones. This is wage board with Classification Act; yes, sir. 

Mr. Davis. Have you made a close check on the procedure by the 
departments to set wage board pay such as, for instance, even though 
over 75 percent of the wage board employees are in step 3, the depart- 
ments compare their pay of step 2 with the prevailing pay in a labor 
market area ? 

Mr. Jones. I have not personally, nor, do I think, has the Civil 
Service Commission. We are generally informed but we do not have 
a supervisory responsibility for wage board determinations, and I 
do not think we are expert in details of how they do their work. 

Moving to page 13: The lack of flexiblity in the Classification Act 
pay plan, the time lag in changing pay schedules under present 
methods, rates which are not competitive with industry, together 
with occupational shortages, have caused agencies to seek various ways 
and means to recruit and retain a competent work force. Without 
specific congressional action, pay for white-collar employees gener- 
ally can only be increased by raising grades. While section 803 has 
hely , it is limited in usefulness. This is the section under which 
we can pay above the entrance salary. 

Mr. Davis. Does your statement there mean that unless Congress 
provides timely pay increases for classified employees, top manage- 
ment merely upgrades the jobs? 

Mr. Jones. In part that is true; sir, yes. I would not say that 
that is the only thing that happens, but certainly it is in part true. 
There has been some definite upgrading as a result of the fact that 
the Classification Act has not kept pace. 

I am surprised there has not been more in a good many areas. 
However, there are still many people who like to work for the Gov- 
ernment and are proud and happy to do it. They do not worry too 
much about compensation. 

Mr. Davis. That sort of thing should not be countenanced, though, 
should it, the fact that if Congress does not increase the pay struc- 
ture, management merely upgrades the jobs? 
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Mr. Jones. No, I think it definitely should be countenanced when 
warranted. In effect, the Congress, too, has often indicated that that 
is what it would prefer to have done—and I use the word “Congress” 
in a collective sense of an attitude expressed by a given committee or 
subcommittee. 

I think this, Mr. Chairman, that to ask the Congress to overhaul 
the Classification Act every year or couple of years is a complete im- 
position. I do not think you should be asked to do it that often. 

Mr. Davis. Where should the responsibility for pay increases rest? 

Mr. Jones. If I may again express a personal opinion, I would far 
rather see that responsibility within definite range limits, given to the 
Chief Executive and with reports of stewardship required on what- 
ever basis the Congress wants those reports, either on a time basis or 
on an interval and grade basis. I think we would get a better result 
and have less of the kind of thing that has created problems, the grade 
creep that the committee is concerned about; I think you would be 
able to respond more quickly to situations which sometimes have de- 
teriorated to the point at which the cure has overcompensated for the 
diseases that were involved. 

For example, if we had not been tied down to a very tight set of 
specifications and standards with respect to what a college graduate 
may be paid on entrance into the Federal service, largely restriction 
to grade 5, as the Classification Act prescribes in precise terms. I be- 
lieve we would have been able to _ an even flow of young people 
coming into Government without the herculean efforts we have had to 
make in the last 2 or 3 years, because we could not offer salaries that 
were competitive. 

If you can offer competitive salaries when you first go out after a 
man, then if you can convince him it is a worthwhile career, you do 
not have a great deal of trouble holding him. From time to time, of 
course, you will have cases of dramatic losses of men who go to vastly 
increased salaries on the outside, but if you look behind it, you will 
usually find that he goes with a real tug at the heartstrings, and he 
goes because there are demands on him he does not feel he can ever 
meet within government. 

Mr. Davis. What I was getting at was this: At present, as I under- 
stand it, the responsibility for fixing salaries rests with Congress. 

Mr. Jones. That is correct, sir. 

Mr. Davis. If that is where it is going to rest, I think it ought to 
be there, and that there ought not to be any assumption of that re- 
sponsibility by these top officials to whom you referred. 

Mr. Jones. Mr. Chairman, may I suggest this: The Congress, of 
its own volition very largely, moved away from the inflexibility and 
the dissatisfactions of the old statutory roll which, as you will recall, 
was a device that was used for many years, when every department 
was given a certain number of grade 15’s right straight down to a cer- 
tain number of grade 1’s. In some cases this was further restricted by 
a flat statement of what average must be maintained within each one 
of these grades. We still have some of this old carryover of the grade 
average idea. The Navy Department, for example, has a limitation on 
grade average, I think, still on the statute of books, going back to the 
start of World War II. 
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This kind of thing the Congress found unsatisfactory, so the con- 
cepts of the Classification Act were substituted. 

During the very substantial period of relative calm on the Federal 
scene, this worked pretty well. Then we got into a period, first of 
emergency and then of war, with a very rapid inflation in the entire 
economy, and the Congress found itself busily concerned with a good 
many other things. They did not have the time; they did not have, 
I think it is safe to say, the inclination or the staff to back them up 
on finding out how rapidly the act should change. We found our- 
selves eventually in a position in which we had to do something. So 
the something was done by way, perhaps, of overreaction and of going 
farther than was necessary. 

If the Congress could keep pay matters under continuous surveil- 
lance, if there were substantive legislation whenever it was needed to 
respond to these kinds of situations, well and good. But I do not 
believe this committee, Mr. Chairman, could take the time to do that, 
and I would far rather see the Congress prescribe the limits within 
which, in a given period of time, the Executive is free to move, recog- 
nizing that if it moves within those limits, it will be doing so in 
response to forces which the Congress itself would recognize were 
adequate kinds of forces to be responded to. 

Mr. Davis. Well, the wage board procedure takes care of a part of 
it, does it not? 

Mr. Jones. It takes care of a substantial part, but not the Classi- 
fication Act people. ¥ 

Mr. Davis. The in-grade steps take care of a good deal of it, and 
the machinery which is in operation now does take care of a good 
deal of it. 

Mr. Jones. It takes care of some of it, yes, but we still have some 
things on the books I do not think are entirely consistent with the 
thinking and philosophy of this committee, and they do create prob- 
lems for us. 

The piece of legislation which is generally known, as the Whitten 
amendment is an example. In it you have a very definite limit on the 
speed at which a man can be promoted. This requires responsible 
administration, and it requires pretty tight adherence to the stand- 
ard that has been laid down. There have been a good many cases in 
which the Commission felt called upon to grant waivers, But there 
have also been cases in which we did not feel we could, under the strict 
standards of the law, grant a waiver—with the result of an almost 
immediate loss to the Government of the services of an individual. 

I do not believe that the Congress wanted this thing to be so tight 
that there was not room to move. 

Mr. Davis. No. But on the other hand, Congress does not want a 
lot of so-called technical civil service lawyers constantly upgrading 
positions and increasing the cost to the Government without some real 
reason for it. 

Mr. Jones. Under the law, when we upgrade, we do so in response 
to not just a question of need, the agency saying, “We cannot recruit 
at this level.” That is not the sole factor involved. This action is 
done again on the basis of a look across the very broad spectrum of 
what is taking place elsewhere, what is the general level outside of 
government. 
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Every time you do an upgrading job on a general basis, you do 
something which fairly approximates a wage board type of study. 

Mr. Davis. If all of that can be done on a bona fide basis, of course, 
it will not work to the detriment of the Government. It is that part 
of it, if any, which is not on a bona fide basis about which we are 
concerned. 

Mr. Jones. We have found, Mr. Chairman, that we have had to 
raise the entrance salary for physicians. We have done this in direct 
response to the fact that we are just plain no longer competitive, but 
we can thoroughly justify what we have done. 

Mr. Gross. Mr.Chairman. Let me see if I understand you correctly, 
Mr. Jones. Are you advocating giving the President the authority 
to move pay scales up or down ? 

Mr. Jones. Within very definite limits, Mr. Gross, yes. I think it 
would work out very well. 

Mr. Gross. Is that not somewhat in conflict with your previous 
statement with respect to the controls which some of us in this com- 
mittee would like to see exercised 4 

Mr. Jones. I do not think so, sir. I thought the kind of controls 
the committee wanted to see exercised were the effective, positive con- 
trols of judgment as to the efficacy of a unit and what its mannin 
<r should be: Do you need 25 people to do a job or do you ne 
35 people ? 

That I think is quite different from saying that with respect to 
physicians or psychiatrists or engineers, there should be more execu- 
tive discretion, when the need becomes acute, to adjust the pay either 
by ors categories themselves or to adjust within limits the Classifica- 
tion Act. : 

Mr. Gross. Well, both involve policy, do they not? And that is 
what you were getting at in the original instance, that perhaps a con- 
flict as to policy exists. 

For instance, if the Secretary of the Treasury would object to an 
increase in the foreign giveaway program, as the Secretary of the 
Treasury and the Budget Director are opposed, and which un- 
doubtedly entails an increase in personnel, if the Congress gives to the 
President the $4.1 billion he wants, as contrasted with the appropria- 
tion of $3.2 billion this year. ; 

I think that is what you are getting at, without saying so, in your 
statement that you would run into a lot of complications and com- 
plexities. 

Mr. Jones. That is correct. 

Mr. Gross. You would have policy involved, it seems to me. 

Mr. Jones. I would differentiate that very much, sir, from salary 
administration within certain general limits. We have the limits 
now in the Classification Act. All I am saying is that I think those 
limits have been too tight to meet the situation we have had in the 
past few years. Had they been a little more flexible, we might have 
been able and probably could in the future make adjustments, without 
taking so much time of Congress. Such action would not cost any 
more than the adjustment we end up with by way of pay raises. 

Mr. Davis. We find that although we hold that down, it just shoots 
up beyond all reason, however. 
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Mr. Gross. Without wanting to pursue the argument, I think 
that you have policies involved in both instances. 

Mr. Jonrs. Perhaps you do. I do not really think we are arguing. 

The kind of thing that bothers me, Mr. Gross, is, when the Classi- 
fication Act in effect says that a college graduate has to come into the 
Federal service at the salary of grade 5, which it does very precisely, 
that is putting the screws on us too tight. 

Mr. Davis. Here is an illustration of what I am talking about, Mr. 
Jones. 

From 1957 to 1959, in grades GS-14 and above, there has been a 
25 percent increase; and yet the number of employees has remained 
substantially the same, 970,973 in 1957, and 969,924 in 1959. That is, 
that is for the total number of years. 

That is an illustration of what I am talking about, and I did not 
want to get into any argument with you about it. But just by way 
of giving you some notice in passing, I wanted to mention it. 

Mr. Jones. We admitted that. The reverse side is the fact that in 
1937, 38.8 percent of our people in the Federal Government were in 
grades land 2. Today, 5 percent of them are in grades 1 and 2; 7.6 
in 1937 were in grades 11 and above. Today, better than 20 percent 
of them are, almost 21 percent. 

There has been this great creep. But the reasons for it we have 
tried to give as we have reviewed these six points. 

I do not myself think that there is necessarily anything bad in the 
fact that the grade level has gone up. It is a question of nomencla- 
ture, partly. 

Mr. Davis. I go along with you as you have commented on that, 
and I, of course, see the need for a higher grade and for an upgrade 
in the general average there, but I have noticed also that if we do 
not constantly work to hold this thing down, there is always a pushup. 
It always keeps these grades 15, 14, 13, and so on compressed. 

Mr. Jones. And that will go on, sir, just as long as our Government 
functions continue to expand—and they are still expanding. 

Mr. Davis. But it would go on a whole lot more so if it was not 
watched all the time. 

Mr. Jones. I think that is probably true, yes. This would be 
human nature. 

Mr. Beren. Mr. Chairman, I would like to cite an example of what 
T think you are talking about, that the Commission is familiar with, 
because they looked into it for the chairman. It was a case of the 
Veterans’ Administration, where they had had a legal office that had 
had a certain staffing pattern all along, and then they have had a re- 
view of their grades and set up a new staffing pattern. One of the men 
who had been doing this particular job retired. He later went back 
to the old office and found out that the job he had been doing at a 
certain rate of pay was now at a higher rate of pay. So, we asked the 
Commission to look into it. 

What had happened was, they had had a new organization chart 
which created the position of deputy—this was in the legal division, 
where they had a certain number of sections—and then, there was the 
chief. The chief had also been doing all the job of reviewing what 
the section chiefs had done. 
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Now they put this man in the title of deputy, but: he still kept doing 
his ieee chief’s job which was the job from which the man had re- 
tired. 

The Commission looked into it, and came back and said that their 
finding was this: The man in fact was not doing the deputy’s job, was 
not entitled to the higher grade, and if he kept doing his job that he 
was doing, he would get the lower grade. 

So of course, they left him in the deputy’s job and hired another 
man to do his job. They had thereby an extra man and a higher grade, 
and under the way the Classification Act was set up there was nothing 
the Commission could do about it. 

Mr. Jones. That is right. The only thing we can do is go in and 
see whether the man is performing the duties that are on his job sheet. 
If he is not, we can cut him down or raise him, as we have had to do 
in some cases. But we have no authority at all to go behind the 
agency statement of “this is what we say our manning pattern is 
going to be.” 

Mr. Davis. That is an instance of what I was referring to. 

Do you want to proceed now with your statement, Mr. Jones? 

Mr. Jones. I think just for purposes of illustration I would like 
to jump to page 14. 

Upward changes in grade structure are taking place in industry as 
well as in Government. Samuel E. Hill and Frederick Harbison 
recently made a study of the reasons for the higher proportion of man- 
agers, administrators, scientists, engineers, and skilled technicians 
in industry. A number of reasons they found for the increase in 
industry are also present in Government. Among these were growth 
of research and development, decentralization, the installation of ac- 
counting practices designed to give management more detailed and 
frequent reports, and the increased use of mechanical equipment for 
unskilled or semiskilled production and administrative processes. In 
this study, “Manpower and Innovation in American Industry,” the 
authors concluded that the basic forces creating the changes in occu- 
pational structure were likely to increase in coming years. May I 
call to the committee’s attention an article in the November issue of 
Fortune. It gives statistical summaries respecting a sample of some 
1,700 top executives in American business and industry. Significant 
is the fact that 15 percent of them reported their jobs to be new jobs 
which had not existed before. This is a most graphic illustration of 
a principal reason for grade escalation—new needs met by creation 
of new executive jobs, 

Mr. Gross. How many of those do you suppose were attributable 
to cost-plus-fixed-fee contracts 

Mr. Jones. I do not know, Mr. Gross. But looking at the kind of 
illustration that they made in the article, I think it is safe to say 
that a good many of them were not, because a great. many of them came 
from insurance, from banking, from branches of business, industry, 
and merchandising not concerned with Government work. 

Mr. Gross. They could still come from those places and go to other 
places where they do pay higher on the basis of cost plus fixed fee, 
could they not? 
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Mr. Jones. There was not a good deal of move-around in this par- 
ticular group. Most of them had come on up through their own 
organizations. 

hen, I have put in here what the committee also knows, that the 
salary differentials in the executive jobs are very pronounced as be- 
tween Government and industry. 1 am not suggesting we pay in- 
dustry scales, but it is interesting to note that mo a 2 percent of the 
executives are paid less than $25,000 a year, only 22 percent more are 
paid under $50,000, and the rest of them range on up to better than a 
quarter of a million dollars. 

Control of grade structure. We have talked about that somewhat. 
You also asked for our recommendations for controlling grade struc- 
ture. As there are many reasons for the upward movement of Classi- 
fication Act grades, there is no single, simple method of control. I 
should also emphasize at the outset that there is no control consistent 
with good management which can entirely eliminate a gradual in- 
crease in grade levels. Some of the factors which have contributed to 
grade upcreep will continue to operate. There is no sign of any de- 
crease in the speed of scientific and technical advances, and automa- 
tion is proceeding at an explosive rate. Manpower shortages will con- 
tinue for many years, and it is going to be extremely difficult to find 
sufficient numbers of managers for the work force of the future. 

Work groups will be increasingly made up of highly skilled em- 
ployees doing tasks that require a high degree of judgment and in many 
cases creativity. Such employees cannot be supervised in the same 
way as employees doing routine, repetitive work. The need for better 
qualified executives and managers and for administrative staffs to 
assist them will greatly increase. 

In my opinion a gradual ere movement of grade level will con- 
tinue. i regard it as one of the strengths of our present Classification 
Act system that the classification plan of the act, in contrast to the 
pay features, is flexible enough to permit adjustment to these forces. 

Mr. Davis. If the present upward trend in the grade structure con- 
tinues with these pay increases periodically as in the past 4 or 5 years, 
what is going to happen to the classification system ? 

Mr. Jones. We are going to have to overhaul it again, Judge Davis. 
I think we are at that point now, that really we ought to take this 
Classification Act and once again rewrite it. 

Congress as well as the executive branch has shown by its actions a 
recognition of the existence and effects of these forces. The Classifi- 
cation Act of 1949 added three new grade levels on top of the previous 
grade structure and initially authorized 400 positions in these grades. 

You will remember what that distribution was: Twenty-five 18’s, 
seventy-five 17’s, and the remainder 16’s. 

From time to time the Congress approved increases in the initial 
limitation up to a present authorization of 2,075—from 400 to 2,075, 
a fivefold increase. Congress also, in 1958, approved a revision in the 
grade definitions in the Classification Act which permits classifying 
above grade GS-5 professional positions filled by college graduates 
without experience. 

In addition, Congress set the pay for many individual positions at 
rates above their previous Classification Act compensation. These 
actions, in effect, recognized the inadequacies of the Classification Act 
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ay system. Inevitably the individual jobs that have been allocated 
y Congress in this way serve as new and higher benchmarks for the 
executive branch in evaluating other jobs. 

I do not intend to imply, however, that every job under the Classi- 
fication Act is properly classified, or that. supervision of grade allo- 
cations should not continue. I am heartily in favor of seeing to it 
that grades of positions, and any increases in grades, are based solely 
on the factors specified in the law and that duties are not assigned 
to positions in such a way as to secure the highest grades possible 
without taking into account considerations of efficient, economical 
management. 

An assential prerequisite to any program for better control of grade 
structure is modernization of the Divoniliontion Act pay plan to pro- 
vide the flexibility required for effective pay administration. Without 
attempting to spell out the details, I should say that we must have a 

ay plan that will provide (a) means for adjusting Federal sala 
evels promptly as white-collar pay levels change in industry; (0 
greater incentives through greater differences in pay between grades, 
more in keeping with differences in responsibilities, and through provi- 
sion for higher within-grade pay for the more competent, (c) ability to 
vary initial salary offers somewhat to be more attractive to the better 
qualified applicants and otherwise aid recruiting, and (d) means for 
meeting special problems, such as recruiting in shortage occupations or 
in localities where salary levels are exceptionally high. In my judg- 
ment, the inflexibility of the present Classification Act pay plan—the 
inability to adjust salaries to solve pay problems and serve the legiti- 
mate needs of management-—has been the greatest single cause of any 
unwarranted grade creep that may have been occurring. Most of it, as 
I have already indicated, is not unwarranted, but wholly defensible. 

Mr. Davis. I have had this thought about what you were just talk- 
ing about: That if you place down in the agencies the authority to 
raise pay, the pressure on them will be so great all the time that they 
will very promptly get up to the limit, and then the pressure will be 
back on Congress to give a higher ceiling. 

Mr. Jones. I ane put this authority in the President, Mr. Chair- 
man; I would not give it to the individual agency. 

Mr. Davis. Who would exercise it, then, in that event? 

Mr. Jones. It would depend on how he delegated it. I guess it 
would be delegated to some central agency. 

Mr. Davis. It is not really solving the problem, when we say put 
it in the hands of the President, without going on and working it 
out as to how it would be exercised, is it? 

Mr. Jones. I do not know. I am not so sure of that. 

The executive branch, maybe even more than the Congress, has 
been a little hesitant to come forward with recommendations for 
general pay increases. 

Mr. Gross. I was just going to say, when has the executive branch 
of the Government made such a request ? 

Mr. Jones. I do not say the pressure would not come from indi- 
viduals, Judge Davis. I think it might. But I do not think it would 
come from executive agencies. I do not want to split hairs with you, 
sir, but I think it is necessary to keep that distinction. 

Mr. Davis. That is what I have been afraid of. 
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Mr. Jones. Otherwise, the program I advocate is primarily one of 
sound management—sound management. which will include full 
awareness of the value of position classification and the establishment 
of appropriate management records, analyses, and controls. By re- 
lieving classification of much of the pressure to which it is now sub- 
jected, a modernized, reasonably flexible pay plan will make it less 
difficult for the Commission to focus attention on classification’s posi- 
tive aspects. It will provide a setting in which a stepped-up program 
of educating supervisors and administrators in the ways in which 
classification contributes to effective management will be able 
to secure their understanding and support. The Commission already 
has taken and is taking additional steps in this direction, including 
a classification institute for management which we are planning for 
next spring. 

Mr. Davis. Let me ask you a little bit about this classification in- 
stitute for management. What are the plans for that? 

Mr. Jones. The plans are to bring together the top responsible 
people from the agencies who can be freed to come. We have not 
fixed the number of days. We shall sit down and, through the work- 
shop method, go through with them the principles of classification. 
We find that if we do not do this, either on an individual or a col- 
lective basis—-and our techniques for doing it collectively now are 
pretty good—the agencies tend to drift away from any uniform ap- 
proach to these problems. 

There are some specific principles that are pretty concrete here, 
and we can do quite a bit with them. This is a teaching kind of an 
institute. 

Mr. Davis. Who would be called in to attend the institute? 

Mr. Jones. We would call in the people who are, roughly, the clas- 
sification division chiefs and some administrators in the larger Federal 
agencies. Some of the smaller ones would come, too. 

Mr. Irons points out we would also want to get some of the operat- 
ing people in too, some of the bosses of these staff employees. 

Actually I think we are making pretty good progress. I sat down 
one night a while ago and took a look at some sample classification 
sheets going back over quite a period of time—to be precise, my own; 
and the way in which these things had been tightened up, made com- 
prehensive, and cut down in length as between the late thirties and the 
time that I moved from a Classification Act job in the Budget Bureau 
was quite remarkable. I think we have made a lot of progress. 

The Commission, I might add, is also emphasizing the need for 
improved classification procedures and adequate training for those 
engaged in classification. Working with the agencies, we have made 
a study of job descriptions and issued a booklet, “Less Paperwork in 
Position Classification.” We hope this will encourage everyone con- 
cerned to reduce the number of job descriptions and avoid the mon- 
strosities which have sometimes been written in the past. 

Mr. Davis. That certainly needs to be done. 

Mr. Jones. This is the old battle of the adjectives, of which this 
committee is well aware. 

Mr. Davis. Are you making progress in that respect ? 

Mr. Jones. Very substantial progress, yes, most heartening 
progress, 
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Mr. Davis. Are you limiting the possibilities of all this changing in 
job classifications to permit favoritism and discrimination down in 
the lower echelons ? 

Mr. Jones. I do not know how to answer that question, Mr. Chair- 
man, because I am not sure what you are getting at. You speak of 
favoritism and discrimination. 

Mr. Davis. There have been some instances brought to my attention 
by individual employees who come in and say, “They are changing 
my job description to take some of my work away from me and give 
it to John Henry over here and favor him and push me down.” 

Mr. Jones. We try to get at that, Mr. Chairman, through the work 
of our inspection people. We have to vary the number of jobs we 
can cover in an inspection. We may take an agency, and over 20 
percent of the jobs in the agency will be in the areas that we are 
going to inspect. Of that 20 percent, we will say that 20 percent is 
5,000 jobs. Of that 5,000 jobs, we will actually take a small sample 
and go in and find out what is happening to those individual jobs. 

This keeps the agencies on their toes so they do not fudge these 
things. But in the event that John Smith comes in to us and says 
that the kind of thing has happened to him that you just described, 
we would send somebody in on this classification appeal to make an 
independent evaluation of what had happened to John Smith’s job 
sheet and correct the individual situation. 

But we try to correct on a general basis, and we usually get pretty 
good results. 

I _ something over here a little farther in the general statement 
on this. 

Mr. Davis. I am glad to know you have worked out a system you 
feel will take care of that situation. 

Mr. Irons. Within our resources I think we are doing as well as 
we can. 

Mr. Jones. As to training, the Commission staff during fiscal 1959 
conducted 26 basic classification training courses or classification 
seminars, attended by about 900 agency employees. Agencies gave 
ee instruction, often using the Commission’s training ma- 
terial. 

Mr. Davis. Were those seminars held here in Washington or out 
in the field ¢ 

Mr. Jones. They were held in both places. 

An adequate system of records, analyses, and reports can keep top 
agency management continuously informed as to what is happening 
to the agency’s grade structure and where and why it is happening. 
Agency management can also, as many of the larger agencies al- 
ready have, establish an inspection system to assure that grades of 
positions are consistent with the Commission’s standards and that 
good management practices generally are being followed. 

For example, we work on a consolidated basis with the Air Force 
on inspections with them, or have just started to do that. Keeping 
informed on what is going on classificationwise and why is one of 
the best ways a manager has of knowing and understanding his 
organization. 

The program I have outlined reflects my convictions that the re- 
sponsibility for control of agency-grade structures must be primarily 
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a responsibility of agency management. The sheer size and geo- 
raphic distribution of that part of the Federal service under the 
lassification Act today are such that placing primary reliance on 

control through a Civil Service Commission preaudit program, if 

feasible at all, would require a staff far exceeding any that the Com- 
mission might reasonably except or wish to have. 

Mr. Davis. I would like to make this observation, that it is a little 
bit hard to consider that automation, new management responsibilities 
and additional demands on scientists would cause an increase of the 
nature that we were discussing here a while ago, 25 percent, in the 
jobs from GS-14 on up, when you consider also that at the same time, 
there was a 10 percent pay raise along with this upgrading. 

Mr. Jones. The pay raises have generally lagged considerably, and 
we get into other kinds of problems. It is not just scientists and 
engineers. 

Taking the situation in the Civil Service Commission itself, we 
have had, I think, a fairly representative kind of experience. Our 
employment has gone down and our productivity has gone up, but so, 
too, the number of positions have gone up that we have in the higher 

rades. 

. Some of these are, very frankly, the result of the action of the 
Congress in giving supergrades so that we could meet our own com- 
petition. When you grant supergrades, you open up a line of ad- 
justment and get rid of some of the kind of compression at the top 
that we had and that the Congress recognized when they first gave 
us these supergrades, when there was a very dangerous and highly 
explosive situation at the top, with three or four levels not of the 
same degree of responsibility, but in terms of the competitive situa- 
tion, requiring the compression of people at that level. 

Mr. Davis. I did not mention that to start an argument, but I just 
wanted to make that observation as we passed along. 

Mr. Jones. In 1950, the Civil Service Commission had 154 em- 
ployees in grade 13. Today, with a substantially smaller staff, that 
has gone up by 25: we have 179. Grade 15 is about the same kind 
of thing. We have gone from 10 in 1950 to 39 today. 

But we have dropped some also in some of - sa categories from 
year to year. We are better off now on grades 15 than we were a 
year ago. Weare down from 50 to 39. But in part this has been off- 
set by the fact that we have some more supergrades. 

This kind of thing goes on, It is not just a game of musical chairs. 
It isthe upward pressure straight across the board. 

I think we can skip the remainder of page 19. I would like to pick 
up at the last paragraph on page 20. 

The suggestion has been made that such numerical or percent 
limitations have wored well in controlling the number of officers in 
the armed services and in making possible fixed ratios between officers 
and enlisted personnel. Therefore, it is argued, the same system 
should be prescribed for the civilian agencies. I cannot agree. In 
the first place, numerical limitations on officers have been changed 
many times and each time related to overall authorized —— 
Second, such limitations have not prevented upgrading, which has 
been just as marked in the Army, Navy, Marine Corps, and Air Force 
as it has in the civilian agencies. On the whole, it has occurred for 
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the same reasons and has been just as defensible. Finally, it must 
be remembered that, all other factors being equal, the rank of officer 
in the Armed Forces is personal. Once attained, it belongs to the 
individual and he holds it no matter where and to what duties he is 
assigned. This factor alone justifies arithmetic limitations as a regu- 
lating device on promotions within each service. There must be 
absolute maximums. 

Even department by department we could hardly administer such a 
system in civil agencies. The limitations on so-called supergrades 
attest to this fact. It has resulted in that most doubtful of all man- 
agement devices—sharing of shortages—and improper designation of 
level of responsibility in many jobs. I wish the term and its faulty 
connotations could be forgotten and never used again. I shall report 
later in this statement on the GS-16 to 18 restrictions in detail, but I 
should like to at this point to refer to the general problems of these 
positions. 

The term “supergrade” was devised to simplify a concept of up- 
ward extension of the Classification Act to remove a dangerous and 
wholly indefensible compression at the then statutory ceiling salary 
figure of $10,330. But it now has become a most incorrectly used 
designation for some kind of mythical separation of ordinary jobs 
from extraordinary jobs which are thought not to be (or should not 
= in the normal line of progression, promotion, and control. The 
GS-16, 17, and 18, have become plums and competitive symbols of 
agency job importance. This is most regrettable. Even more re- 
grettable is the fact that allocation of these top positions has re- 
quired a ranking of agency priorities against governmentwide priori- 
ties that can satisfy no one at either end of Pennsylvania Avenue 
who knows as accurately as most agency executives and members of 
congressional committees know the needs and level of performance 
of their top people in either line or staff responsibilities. 

Whatever else the Congress may do to revise and rationalize pay 
structure and relationships I urge, recommend, and petition that it 
remove numerical limitations on the upper grades of the Classifica- 
tion Act and permit us and the agencies to get on with the job of 
building a rational classification structure geared to modern concepts 
of job distribution and salary levels. Let us stop worrying about 
grade creep. Grades are just convenient measuring sticks, and 
what grades we have now have little meaning against a 1946 or 1949 
background except as a measure of change. Intrinsically a rise in 

ade level is no more and no less important than a rise in sala 

evel. Just because we once set CAF-—5 as the entrance level for col- 
lege graduates does not mean that it must always remain there, any 
more than it means that the entrance salary of CAF-5 must stay at 
$2,000, where it held its munificent head high for many, many years. 
In fact, we could just as well have renumbered the General Sched- 
ule in such a way that there would have been a grade depression 
rather than a grade escalation. The important thing, I repeat, is a 
rational and defensible distribution of jobs, classified against good 
standards and compensated at fair and competitive levels which will 
—" the waste of excessive turnover because of salary dissatis- 
action. 
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Mr. Davis. How does your classification audit program operate 


today, Mr. Jones? How many people do you have on the staff in 
that program 

Mr. Jones. In the classification audit program? I do not know 
the exact number of employees, but we spend about a million dollars 
a year on it. iO 

Mr. Davis. How frequently do you make an audit in an agency, 
and what size sample of classification do you cover ¢ 

Mr. Jones. In the field, we get around to an agency about every 30 
months, in Washington, about every 3 years. This is largely because 
of the limitations on the number of staff, and the number of agencies. 
In the fiscal year 1959, we went into a total of 525 establishments; that 
is, individual posts of duty. The number of employees in these instal- 
lations was just under half a million. The number of positions in 
the Classification Act was just about half of that, 259,000. Of those, 
we drew our sample from about two-thirds, 163,000. 

Then, we actually reviewed 14,791 positions. This was our sample, 
14,000 out of 259,000. 

In this, we had an average employment in the fiscal year 1959 of 
261 people here in Washington and in our 12 field offices. This also 
includes all of the preaudit work of the kind that we have to do under 
the supergrade work, the Publice Law 313’s and things of that sort, 
which take a rather considerable amount of time. Then, there are 
the individual appeals. There are a very substantial number of in- 
dividual classification appeals, the John Smith type of case that the 
chairman also referred to a little bit ago. 

We thing this a a pretty representative sample. 

What do we find! We find in the overwhelming majority of the 
cases the agencies are right, they have applied the right standards. 
But we do have some changes. Out of these 17,491 jobs audited, we 
made grade change recommendations in 722 cases. These were almost 
evenly split between recommended changes downward and recom- 
mended changes upward. We questioned, in addition, a total of 762 
classifications, where we asked the agencies to take another look or 
where we thought there were some elements that needed to be brought 
into the picture. 

One might say, looking from outside, this looks as though we have 
hit almost half of the Classification Act employees here in 1 year. 
But it is not that simple, because there are literally thousands and 
thousands of Federal installations, and sometimes we will find as much 
trouble in a little 35-man substation somewhere as we find in a very 
large place like the arsenal in Springfield, Mass. Or you will find 
a great deal of difficulty in a small post office and relatively little 
difficulty in a big post office. 

So to some extent, I will admit we have to go on the basis of the 
squeaking wheel getting the grease. You go where there is need to 
go. But what we try to do increasingly is to get a look at one agency 
all at one time. 

That is what our new program of classification audit is geared to. 
In the year 1960, for example, we hope to get on a nationwide basis— 
worldwide basis, really: Treasury, Army, Interior, General Services 
Administration, and Veterans’ Administration. 

Mr. Gross. I do not like to hear you use that word, that you are 
going on a “worldwide” basis. 
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Mr. Jones. I used it deliberately, Mr. Gross, because we have a 
very large number of Classification Act employees overseas, 

Mr. Gross. I understand. 

Mr. Jonrs. And I think we have to take a look at what is happen- 
ing. If we do not, I think we are going to find ourselves in pretty 
serious trouble. 

Mr. Gross. The more we do a sincere job of looking into what is 
happening among Federal employees on a worldwide basis, the better 
I will appreciate it. 

Mr. Jones. We think we know how to do this. 

Mr. Gross. This is comparatively small, but the thing that interests 
me and the thing that somehow has to be cured is a situation such as 
this mission director who loused up the job in Laos. Instead of being 
thrown out of Government, he was brought back to Washington and 
rewarded with a nice top job. 

How do we get at that sort of thing ? 

Mr. Jones. I cannot answer that problem, sir, except to say 
that—— 

Mr. Gross. That is crudely put, of course. 

Mr. Jones. No, for purposes of simplification we do not have to 
call it crudely put. You just put out the bare bones of the situation. 

I think I would have to give this kind of an answer: you can never 
divorce agency management from the responsibility of keeping its 
own house in order. Quite properly in the Federal Detenamints and 
to an extent —— that many other governments do not experience, 
we operate all of our programs pretty much in a goldfish bowl. We 
do not have the difficulties of the parliamentary system, in which the 
— executive officers are also members of the legislative branch. 

hat is a very fine device at times for covering up shortcomings. 

With our coordinated interest, separate branches, and with the con- 
stitutional power of investigation which the Congress has, and the also 
constitutional and traditional power of investigation that the Ameri- 
can people have, we keep most Government operations under pretty 
constant surveillance. 

We cannot always protect against mismanagement; we cannot al- 
ways protect against individual peculations of one sort or another. 

Mr. Gross. No, but why reward mismanagement and bad admin- 
istration ? 

Mr. Jones. I do not know. I cannot sit in judgment on the indi- 
vidual case, because I know nothing about it. 

But I do say this, that where there is smoke, you usually find that 
somebody moves in and does something about it. 

I get at times a little distressed when people say as to the system for 
which we are responsible that you cannot ever fire anybody if he makes 
a series of mistakes or is unworthy in the civil service. 

That is not true. Granted, it is difficult at times because of the 
procedural limitations that are set down by legislation like the Vet- 
erans Preference Act; but the fact remains that we do fire people. 
We fired over 13,000 of them last year. This is not an inconsider- 
able number of people, people who are separated for cause. 

We, of course, could not step into the kind of situation you refer to, 
because we have no jurisdiction at all. 


346 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


Furthermore, we prevent from coming into the service countless 
thousands of people every year because of the fact that we do do a 
suitability investigation on most of these people. 

Mr. Gross. That causes me to ask this question : 

We found out yesterday that the USIA applies a psychiatric test 
to people coming into that Agency; do you approve of this? 

Mr. Jones. I am most enthusiastically in favor of this, and I will 
give you three concrete reasons why. 

I recently made a trip myself through the Far East. In talking 
about the turnover problem with the personnel officers and with our 
military commanders—we were largely looking at the military in- 
stallations and the civilian personnel working for them—we found that 
there are far too many cases in which people are sent abroad to 
foreign posts who have not been scrutinized satisfactorily from the 
point of view of their capacity to take a whole lot of things they are 
not used to in this country: bad housing, nonpotable water, langu 
difficulties of a very major kind, inadequate schooling for their chil- 
dren, transportation difficulties, an alphabet which is not an alphabet 
but which expresses ideas, and through which they cannot possibly 
learn or obtain directions. 

This kind of thing the normal American does not understand at all. 
His reaction can be extremely costly from the point of view of the 
Government, if he cannot adjust to his environment. 

Leaving out psychiatric examinations for the moment, which should 
measure emotional stability, let me add, just on the side of good 
physical examinations: 

Not very long ago we had to deal with a very highly distraught 
woman who had just come in from overseas. This lady was all mixed 
up on her transportation arrangements to get to her home in a Mid- 
Western State. Worse, she was mixed up with her agency; she had 
had a physical examination which had confirmed her worst fears. 
She had gone overseas with her husband, without physical examina- 
tion and there had been discovered, when she had been over there 
only a short time, a rather massive tumor, which ultimately turned 
out to be cancerous. She had been upset, the family had been up- 
set, and she had been shipped back here because she could not get the 
right kind of care abroad. 

he whole thing could have been avoided if she had been given a 
reasonably good physical examination. 
. Mr. Davis. You were talking about psychiatrists, were you not, Mr. 
ross 

Mr. Jones. As I say, this is on the physical side. On the emotional 
side, I have talked also in Alaska and Korea with our commanders 
there, and with some of our responsible personnel people, about the 
number of emotional misfits that they have had, and the cost to the 
Government. 

I daresay it would cost us, to get a reasonably good psychiatric 
rofile of people you have some doubts about, somewhere between 
200 and $300 for the whole family. It costs us several thousands to 

“i a man over there who cracks up on the job and has to be sent 
ome. 

I am not saying Americans are any more emotionally unstable than 
other people. But I am saying we do not do the degree of screening 
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that other nations have done, and for one very simple reason I be- 
lieve. We got catapulted into a position of world prominence before 
we expected it, before we were conditioned to it, and we are still think- 
ing that. tomorrow these responsibilities are going to go away. We 
have assumed that people could go out and adjust, regardless of what 
they are used to at home. Under the stress of war, perhaps they can 
adjust, because they have to, but even then, many fail. Under the 
kinds of conditions that we now have in places like Korea or some of 
the far stations in Alaska, it takes a great deal of emotional stability 
to stand up under adverse living conditions. I think we ought to 
find out, before we get them over there, whether they have it or not. 
Every time an American cracks up, Mr. Gross, this reflects on the 
rest of our establishment. 

Mr. Gross. Well, they also reflect on this country for other reasons. 
I se gave you one: The mission director who went out and deliberately 
played around over there in Laos. I do not know whether he had a 
examination. 

hat are we getting into? If you are going to advocate psychiatric 
examinations, brother, that is the field to get into. 

Mr. Jones. For hardship posts overseas, I certainly would, sir. 

Mr. Gross. Well, we mor si not only a shortage of engineers and 
scientists. Weare going to have a shortage of psychiatrists, if we give 
a psychiatric examination to the wife of very serviceman that goes to 
Okinawa or Japan or Germany or Puerto Rico or Cuba, or wherever 
they go. 

hg T am not advocating that, sir. 

Mr. Gross. Why not ? 

Mr. Jones. I am limiting my suggestion to the posts where there 
are the greatest stresses. 

Mr. Gross. Well, an area can be perfectly peaceful one day, as in 
Cuba, and the next day be in a revolution that imposes a great emo- 
tional stress upon people. 

Mr. Jones. But the conditions under which our people have to live 
in Cuba are not so vastly different from what they have in the 
United States. 

Mr. Davis. I have read most of your statement, Mr. Jones. Is 
there any part of it you would like to highlight? We will put it all 
in the record. If there is any part you would like to stress, please go 
ahead with it now. 

Mr. Jones. Let me just thumb through it very quickly if I may, 
sir. 

I knew there was something in here somewhere about classification 
audits, Mr. Chairman: pages 25, 26, 27 and 28 answer your ques- 
tions about how we conduct them. 

I think I would like to mention the presentation with respect to the 
so-called supergrades. I believe this was one of the specific ques- 
tions you asked, the current status of positions in grades 16, 17, and 
18. 

When enacted, Public Laws 86-370 and 377 between them fixed a 
ceiling of 1,128 as the total number of positions that can be placed in 
these grades for use on a general governmentwide basis as needed 
and without regard to specific agencies or functions. Within this 
total, the act also imposed maximum sublimitations of 281 positions 
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in grade GS-17 and 122 positions in grade GS-18. In addition to 
the number of positions available for governmentwide use, some 947 
spaces have been earmarked by a variety of special legislative au- 
thorities for use in a score or more specified departments and agen- 
cies. In 13 instances, covering 123 positions, the Commission has no 
control of the allocations. Fifteen different statutes (excluding the 
Classification Act) and one reorganization plan provide for positions 
in GS-16, 17, and 18. 

Current needs for positions in the three highest grades continue to 
be greater than the present number authorized. This means that, on 
the basis of their duties and responsibilities, many existing positions 
which should be placed in one of these grades must be held in a lower 
grade and that an adequate number of new. positions for important 
programs cannot be established at these grades. On the basis of the 
submissions made to us after the increase of last summer was enacted. 
we estimate that approximately 150 such positions remain unauthor- 
ized, of which about 30 belong in GS-18, about 80 in GS-16. 

Mr. Davis. We had here this week the Navy people, and Secretary 
Jackson testified that even though Congress had made available addi- 
tional supergrades during the past session, they have not yet been 
used. 

Mr. Jones. My understanding was, Mr. Chairman, that that was in 
part a result of agreement with the committees of the Congress that 
they would not be used all at once, but would be used in some kind 
of annual increment. 

Mr. Davis. We allotted them three annual increments, but what I 
am talking about now is, those that were allotted for the current 
period have not been used. 

Mr. Jones. Well, I do not know. But I think the agencies where 
there have been special allocations have been even more careful about 
the way in which they have assigned the jobs than they might have 
been if the responsibility could have been passed to us. 

The Treasury, again, is another example. It is just now making 
the allocations of the positions that were granted to them by the Con- 
gress this last summer. They have been doing a pretty thorough and 
searching review. 

I would rather have them be conservative about using them than 
otherwise. 

Mr. Davis. So would I. 

Mr. Jones. I believe there is nothing else I need to read here, Mr. 
Chairman, from this statement. Certainly I do not think I need to 
repeat our peroration. 

I think I would say in closing, sir, that, we have tried, in the years 
since this subcommittee first began its annual examination of the man- 
power utilization picture, to develop a body of material which would 
be responsive to the questions of the members or to the questions that 
the staff felt were necessary to round out the record. I am not goin 
to ask supporting data be read into the record at this time, but I woul 
like to indicate that we do have fairly substantial collections of ma- 
terial. If the Chair or the other members feel that there are questions 
they would like to have us answer, if the staff could be in touch with 
us, I think the chances are good that we have some information that 
would be pertinent to round out the record. 
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Mr. Davis. The staff will be in touch with you, and we will get a 
good deal of this information from you. 

Mr. Jones. We have all of the factors on upgrading and that kind 
of thing which would help to round-out the committee’s report. 

Mr. Davis. Yes. 

The entire statement will go in the record. 

(Statement referred to follows:) 


PREPARED STATEMENT BY RoGeR W. JONES, CHAIRMAN, U.S. 
CoMMISSION 


Mr. Chairman and members of the committee. I appreciate the opportunity 
to discuss with you this morning the issues raised in your letter of October 27. 
With the continuing manpower shortages and the prospect of continuing com- 
petition with other nations, manpower utilization is a subject to which we must 
all give our most earnest attention. 


CHANGE IN GRADE STRUCTURE 


You asked first about the cause for the upcreep in classified grades. Some of 
the basic causes which have contributed to the general upward movement of 
grades in the Federal service can be identified, but it is impossible to determine 
their individual effects. These causes are not mutually exclusive but are 
closely interrelated. I would like to discuss six of these causes. 


1. Changed coverage of the Classification Act 


The position coverage of the Classification Act has changed from time to time, 
thus affecting to some extent the distribution of employees among grades and 
salary averages. The 1949 act covered for the first time certain wholly owned 
corporations such as the Export-Import Bank, the Federal Savings and Loan 
Corporation, and the Home Owner’s Loan Corporation, in addition to customs 
clerks, immigrant inspectors, and others. These additions tended to raise grade 
averages. Additional provisions of that act and its amendments excluded, 
among others, certain trades and labor employments. The application of the 
latter provisions have led to the exclusion of several thousand employees who 
were largely in the range of GS-1 through GS-5, also tending to raise grade 
averages. 


2. Changing character of the Government service 


During the past 20 years, the character and scope of the Government’s ac- 
tivities have expanded to so great an extent that a comparison of its current 
missions with those prior to World War II is totally unrealistic. Several new 
agencies have been established in order to perform new functions or to give 
increased emphasis to existing functions. The Department of Health, Educa- 
tion, and Welfare, including the very important National Institutes of Health, 
the General Services Administration, the National Science Foundation, the 
Small Business Administration, the U.S. Information Agency, the Office of Civil 
and Defense Mobilization, the Federal Aviation Agency, and the National 
Aeronautics and Space Administration have been established or greatly ex- 
panded within the past 20 years. The functions of these agencies cannot be 
performed by clerks with a few supervisors. They must have large staffs of 
professional and technical employees. In other words, the new and expanding 
functions of Government are of the kind that tend to raise the grade average. 

The number of full-time, white-collar, Classification Act employees in the 
Federal Government, in the continental United States, has grown from 181,000 
in 1937 to 931,105 in 1959. In 1937, for example, the War Department reported 
26,200 such employees as contrasted to more than 340,000 for the Departments 
of Army and Air Force combined in 1959. Navy increased from 10,500 to 
125,000 ; Commerce from 6,300 to 22,327; and the Veterans’ Administration from 
26,500 to almost 92,000 employees in the same period. 

As the size of an organization increases significantly, a proportionately 
greater number of persons are necessary to supervise, plan, coordinate, and 
eontrol its activities. If in addition to size, the functions also become more 
varied and complex, an even larger force of staff and supervisory personnel is 
necessary. Increase in size and greater complexity of function lead inevitably 
to decentralization, the need for greater attention to motivation and morale, 
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communications, employee-management relationships, and the need for im- 
proved management controls. 

Air traffic control is a good example of a function which has been continuously 
growing in size and complexity. The Federal Government became active in air 
traffic control with the passage of the Civil Aeronautics Act in 1938. At that 
time there were 2,000 airports with 150,000 takeoffs and landings a year. By 
1958, when we last revised the standards for air traffic controllers, there were 
three times as many airports (6,000) and 175 times as many takeoffs and land- 
ings (25 million). Largely as a result of increased air traffic and technological 
advances in navigational aids, the 3,600 employees of CAA in 1939 had become 
25,000 in 1958. The problems of control of increased air traffic plus technological 
advances were among the primary reasons for the establishment of a new agency 
last year—Federal Aviation Agency. 

The job of controlling air traffic has become more demanding and difficult 
not only because of mere increase in the amount of air traffic. The greatly in- 
creased speed of airplanes, the widely varying capabilities of the the different 
types of planes using the airlanes and airports, and the increased use of radar 
and other equipment for traffic control has contributed heavily to the complexity 
of the controller’s job. 

The impact of these factors on the grade levels of controllers is a continuing 
dynamic thing. New standards issued in 1955 raised the grades of many of 
these jobs. Changes since that time led to another standards change in 1958, 
again resulting in upgradings. The certainty of continuing growth in traffic in 
the future is requiring FAA to develop more technical and sophisticated pro- 
cedures and devices (such as specialized computers) to cope with this problem 
and still maintain air safety standards at a high level. As these new techniques 
and devices get into operation, the Commission will join with the FAA in studies 
of their effect on the difficulty and responsibility of controller jobs. If such 
studies point to a need for higher grades, we will revise our standards again 
to provide them. 

In other words, the increased volume of air traffic required more controller 
jobs. Technological devolopments in planes and equipment plus increased 
volume resulted in higher grades for this major occupation. While we have 
not studied the effects of these developments on other jobs in the Federal Avi- 
ation Agency, they have no doubt led to other grade increases in administrative 
staff. 

The Federal-Aid Highway Act of 1956 authorized greatly increased aid to 
the States in construction of an interstate system of expressways. The size of 
the program led to decentralization of operating authority to field offices with 
responsibiliy for final decisions on almost all the technical matters. The rela- 
tively routine aspects of the program are carried out by the States and con- 
tractors, and the Federal Government’s role is planning, coordinating, standard 
setting, and supervision. 

Our review of the standard for highway engineer after the passage of the 1956 
act resulted in the upgrading of about 400 positions of highway engineer. Since 
the grade levels are pegged to the Federal-Aid Highway Act program, a review 
of the standards will need to be made on completion of the program. 


3. Decentralization and improved management practices 


As the Federal service became larger, more complex, and more widespread 
geographically, it was necessary, in order to provide efficient service, to make 
substantial delegations of authority. The inescapable result of growth and 
decentralization is that higher level staff positions are necessary to plan and 
coordinate dispersed activities, to inspect or review operations, to give attention 
to motivation of employees, to training, communications, etc. 

The effective control of large organizations required the application of more 
advanced financial systems. Former budgetary operations, which had been 
maintained largely by nonprofessional fiscal accountants and clerical workers, 
have been replaced by modern accounting and auditing systems requiring the 
employment of greater numbers of professionally trained personnel. 

An excellent example of the effect of improved management methods on 
grade structure is found in the case of the General Accounting Office. 

Trends in the General Accounting Office in the past decade illustrate vividly 
a highly constructive response by the agency and the Congress to the need for 
different types of control brought about by the increased size, complexity, and 
scope of the Federal Government. Emphasis on improving agency accounting 
and budgeting systems, increased use of comprehensive and other one-site audits, 
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and relief from special auditing requirements for the Post Office enabled the 
General Accounting Office to improve financial management throughout the 
executive branch and to give better service to the Congress. 

The carrying out of such a program requires more highly talented and trained 
employees. In 1948, 8.4 percent of GAO employees were in GS-11 and above; 
in 1959, 27.2 percent of employees are in these grades. The median grade in 
1948 was CAF-5 (now GS-5) ; in 1959 it is GS-8. During the same period, total 
staff decreased by more than 4,000 employees. These changes in grade struc- 
ture can be assessed fairly only in the light of growth in complexity, scope, 
and size of the Government itself. The type of control techniques employed 
by the GAO are becoming more and more common in large organizations, both 
business and Government. 

The growth in technical and professional staff assistance to the Congress 
since the Legislative Reorganization Act of 1946 is another example of a posi- 
téve and dynamic response to changes in Government. While the addition of 
a greater number of high quality professional staff members has undoubtedly 
raised average salaries, it must be judged on the basis of the need of Congress 
for this kind of assistance in dealing with national and international problems 
in the space age. 

Major developments have also been occuring in the area of medical care. The 
chronic shortage of physicians combined with the increased amount and quality 
of training in the basic sciences of such support medical personnel as medical 
technologists, nurses, physical therapists, pharmacists, ete., has resulted in 
dramatic growth in the responsibilities of many such support personnel. Such 
growth has been recognized by changes in standards which have resulted in 
upgradings. 

For example, nurses have gradually been given more professional duties, and, 
in turn, have passed on many of their simpler patient care duties to nursing 
assistants. Nursing assistants have been able to assume these duties as they 
have been more thoroughly trained. The number of schools for the training 
of practical nurses has increased significantly. Many of the manual labor 
duties formerly done by nursing assistants has been assigned to wage board 
employees, such as hospital orderlies and laborers. Since nursing assistant is 
one of the largest occupations in the Federal service—34,700 in October 1958— 
the upgrading in this occupation has considerable effect on grade structure. 
The following table shows the change in grade distribution since 1951. 


Percentage distribution 


Grade 

June 1951 | October 1958 


4. Scientific and technological developments 


Significant developments and increased activities in scientific, engineering, and 
technical fields have created unsual demands for high-grade talent. The un- 
paralleled scientific activity since World War II has unquestionably affected 
the grade structure of Federal employees. Billions of dollars have been in- 
vested on a progressively increasing basis for a tremendous variety of research, 
development, and engineering projects undertaken within Government, private 
industry, and university laboratories. Every scientific and engineering field as- 
sumed increased importance. 

To illustrate this trend, in 1940 there was 1 scientific or technological worker 
in the Nation’s labor force for every 100 workers. By 1957 this proportion had 
jumped to 1 scientific or technological worker out of every 32 workers in the 
Nation’s labor force. We estimate today that in the Federal service 1 out of 
every 10 workers is in a scientific or technical job. 
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The increased number of professional and subprofessional employees combined, 
in the following occupational groups from 1947 to 1958, is in point: 


Increase 
1947 1958 
Number Percent 
Biological science group-_---____.......___-.--------- 17, 762 31, 470 13, 708 77 
Er eras 51, 098 72, 395 21, 297 42 
Physical science group---......................____- 15, 362 27, 006 11, 644 76 
84, 222 130, 871 46, 649 55 


During this period, total Federal employment under all wage systems in- 
creased only 12.3 percent. : 

The increased numbers of scientists and engineers have contributed to the 
general grade movement since the average grade of these employees is higher 
than for most other occupations. 

The initiation of new and additional research programs and the increasing 
complexity of research and development programs, generally, have presented 
novel problems of a particularly high order, requiring competence beyond that 
previously anticipated. Research and development programs in such fields as 
civil and military aviation, missiles and other weapons systems, nuclear energy, 
electronics, communications, and space exploration, among others, and the con- 
sequent greater difficulty and complexity of work assignments of scientists and 
engineers and their supporting personnel, has had its effect on grade distribu- 
tion patterns. For example, although 49 percent of professional engineers were 
in grades 5 through 9 in 1947, only 21 percent were in the same grades in 1958. 
During the same period, the percentage of such engineers in grades 13 and above 
increased from 10 percent in 1947 to 28 percent in 1958. Thus, engineers and 
scientists have increased in numbers and in average grade since 1947. 


5. Automation and mechanization of work processes 


Since the more routine and repetitive tasks best lend themselves to automa- 
tion and mechanization, it is not surprising that thousands of lower graded 
assignments should disappear when such processes are installed. Within the 
past 20 years, automation and mechanization of work processes have been ap- 
plied extensively throughout the Federal service. Electronic data processing 
equipment has literally revolutionized methods formerly employed in the Fed- 
eral service. Electronic data processing equipment is used in computing ma- 
terial requirements and related logistical operations—e.g., inventory control and 
stock distribution analysis; in making mathematical computations and analyz- 
ing complex statistical data; in computing insurance benefits of all kinds, such 
as social security benefits, railroad retirement benefits, and national service life 
insurance; in servicing U.S. savings bonds transactions; in personnel and fiscal 
accounting and record keeping; and in paying and reconciling checks drawn on 
the U.S. Treasury. 

The use of mechanical, electromechanical, and other types of devices has 
greatly reduced the need for lower graded employees. For example, photo- 
copy equipment of various kinds, automatic letterwriting machines, mechani- 
cally prepared multilith stencils, automatic addressing machinery, and the like, 
have been used largely in place of manual typing. The use of microfilm has 
resulted in the abolition of hundreds of file clerk positions. Those are but some 
examples of the ways in which the introduction of automation and mechanical 
devices is affecting the job makeup of the Federal service. 


6. Lag in white-collar pay 

Except for brief periods of recession, our national economy during the past 15 
years may be characterized generally as a period of continuous high employ- 
ment, rising prices and wages, and manpower shortages in many occupational 
categories. Obviously, these influences have had a marked impact upon the 
Government, which competes with private industry for personnel in many occu- 
pations and grade levels. 

Pay increases for Federal blue-collar employees, made almost annually on the 
basis of changes in prevailing rates in private industry have, for such positions, 
kept the Federal Government in competitive position with private industry. In 
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contrast, statutory increases in Classification Act pay schedules have been much 
less frequent and have usually trailed far behind such changes in industry. 
The result has been an almost continuing unfavorable competitive position in 
the labor market for the kinds and quality of white-collar employees needed to 
staff the varied and complex activities of our Government. Differences in 
favor of industry are particularly great for the higher grades. At the same 
time, increasing blue-collar wages in relation to those of the Classification Act 
have added to the problems of management and have resulted in additional 
strains on the Classification Act. 

A beginning apprentice in the naval ordnance plant in Charleston, W. Va., 
receives a salary of $4,742.40 per year, yet an engineer with a bachelor of science 
degree enters the same plant with a salary of only $4,490 (or $5,480 if he stood 
high in his class). A mimeograph operator, employed by the Corps of Engineers 
in Los Angeles, with high school education plus 3 months’ experience, receives 
$4,534.40 at entrance and in 6 months is promoted automatically to $4,763.20 
if his work is satisfactory. A college graduate, in other than engineering and 
scientific fields, with 4 years of expensive education as a background, enters 
the service at a salary of only $4,040 per year (or $4,980 if he stood high in his 
class). These are but a few examples of situations which understandably are 
sources of employee resentment and frustration and lead to pressure on manage- 
ment, and consequently the Classification Act system, for remedial action. 

The lack of flexibility in the Classification Act pay plan, the timelag in chang- 
ing pay schedules under present methods, rates which are not competitive with 
industry, together with occupational shortages, have caused agencies to seek 
various ways and means to recruit and retain a competent work force. Without 
specific congressional action, pay for white-collar employees generally can only 
be increased by raising grades. While section S08 has helped, it is limited in 
usefulness. Therefore, in the absence of timely changes and realistic rates 
there are almost continuous pressures to raise salaries through other than 
legislative means. These pressures have come from all branches of the Govern- 
ment as well as from employee unions and nongovernmental organizations. 

During the depression of the 1980’s, classification actions were governed by 
ultraconservative interpretations of standards in a deliberate effort to keep a 
more acceptable balance between the salaries paid Government employees and 
those paid in private employment. In pre-World War II days, it was the usual 
practice to Classify borderline positions in the lower of the two possible grade 
levels in question. As industrial salaries increased and generally surpassed 
those paid for comparable work in Government, difficult problems of recruiting 
and retaining able Federal workers were created. In order to help meet 
these problems this ultraconservative approach has understandably given way 
to a somewhat more liberal one. Borderline cases which formerly may have 
been resolved by allocation at the lower grade level have more frequently in 
recent years been resolved at the higher level. This has been a realistic and 
justifiable response to the demands of the situation. 

I believe, Mr. Chairman, that the pressures for upgrading will persist until 
such time as the present methods of establishing and revising pay schedules for 
white-collar positions are changed. I have been very pleased that the com- 
mittee has been considering basic problems of the Classification Act. 

Upward changes in grade structure are taking place in industry as well as in 
Government. Samuel E. Hill and Frederick Harbison recently made a study 
of the reasons for the higher proportion of managers, administrators, scientists, 
engineers, and skilled technicians in industry. A number of reasons they found 
for the increase in industry are also present in Government. Among these were 
growth of research and development, decentralization, the installation of ac- 
counting practices designed to give management more detailed and frequent 
reports, and the increased use of mechanical equipment for unskilled or semi- 
skilled production and administrative processes. In this study, “Manpower and 
Innovation in American Industry,” the authors concluded that the basic forces 
creating the changes in occupational structure were likely to increase in coming 
years. May I call to the committee’s attention an article in the November 
issue of Fortune? It gives statistical summaries respecting a sample of some 
1,700 top executives in American business and industry. Significant is the fact 
that 15 percent of them reported their jobs to be new jobs which had not existed 
before. This is a most graphic illustration of a principal reason for grade 
escalation—new needs met by creation of new executive jobs. 

Perhaps it is also significant to note that only 2 percent of these executives 
(34 of 1,700) are paid less than $25,000 per year. A mere 22 percent (or 364) 
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are paid from $25,000 to $50,000. The rest range from $50,000 up to more than 
$250,000. I believe that the 172 million stockholders in our Republic would 
like to see their agency executives and the members of their board of directors, 
the Congress of the United States, more adequately compensated. 


CONTROL OF GRADE STRUCTURE 


You also asked for our recommendations for controlling grade structure. As 
there are many reasons for the upward movement of Classification Act grades, 
there is no single, simple method, of control. I should also emphasize at the 
outset that there is no control consistent with good management which can 
entirely eliminate a gradual increase in grade levels. Some of the factors which 
have contributed to grade upcreep will continue to operate. There is no sign 
of any decrease in the speed of scientific and technical advances, and automation 
is proceeding at an explosive rate. Manpower shortages will continue for many 
years, and it is going to be extremely difficult to find sufficient numbers of man- 
agers for the work force of the future. 

Work groups will be increasingly made up of highly skilled employees doing 
tasks that require a high degree of judgment and in many cases creativity. 
Such employees cannot be supervised in the same way as employees doing 
routine, repetitive work. The need for better qualified executives and managers 
and for administrative staffs to assist them will greatly increase. 

In my opinion a gradual upward movement of grade level will continue. I 
regard it as one of the strengths of our present Classification Act system that 
the classification plan of the act, in contrast to the pay features, is flexible 
enough to permit adjustment to these forces. 

Congress as well as the executive branch has shown by its actions a recogni- 
tion of the existence and effects of these forces. The Classification Act of 
1949 added three new grade levels on top of the previous grade structure and 
initially authorized 400 positions in these grades. From time to time Congress 
has approved increases in the initial limitation, up to a present authorization 
of 2,075. Congress also, in 1948, approved a revision in the grade definitions in 
the Classification Act which permits classifying above grade GS-5 professional 
positions filled by college graduates without experience. 

In addition, Congress set the pay for many individual positions at rates above 
their previous Classification Act compensation. These actions, in effect, recog- 
nized the inadequacies of the Classification Act pay system. Inevitably the 
individual jobs that have been allocated by Congress in this way serve as new 
and higher benchmarks for the executive branch in evaluating other jobs. 

I do not intend to imply, however, that every job under the Classification Act 
is properly classified, or that supervision of grade allocations should not con- 
tinue. I am heartily in favor of seeing to it that grades of positions, and any 
increases in grades, are based solely on the factors specified in the law and 
that duties are not assigned to positions in such a way as to secure the highest 
grades possible without taking into account considerations of efficient, economical 
management. 

An essential prerequisite to any program for better control of grade structure 
is modernization of the Classification Act pay plan to provide the flexibility 
required for effective pay administration. Without attempting to spell out the 
details, I should say that we must have a pay plan that will provide (a@) means 
for adjusting Federal salary levels promptly as white-collar pay levels change in 
industry, (») greater incentives through greater differences in pay between 
grades, more in keeping with differences in responsibilities, and through provi- 
sion for higher within-grade pay for the more competent, (c) ability to vary 
initial salary offers somewhat to be more attractive to the better qualified appli- 
eants and otherwise aid recruiting, and (d) means for meeting special prob- 
lems, such as recruiting in shortage occupations or in localities where salary 
levels are exceptionally high. In my judgment, the inflexibility of the present 
Classification Act pay plan—the inability to adjust salaries to solve pay prob- 
lems and serve the legitimate needs of management—has been the single greatest 
cause of any unwarranted grade creep that may have been occurring. Most of 
it, as I have already indicated, is not unwarranted, but wholly defensible. 

Otherwise, the program I advocate is primarily one of sound management— 
sound management which will include full awareness of the value of position 
classification and the establishment of appropriate management records, analyses, 
and controls. By relieving classification of much of the pressure to which it is 
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now subjected, a modernized, reasonably flexible pay plan will make it less diffi- 
cult for the Commission to focus attention on classification’s positive aspects. 
It will provide a setting in which a stepped-up program of educating super- 
visors and administrators in the ways in which classification contributes to 
effective management will be able to secure their understanding and support. 
The Commission already has taken and is taking steps in this direction, includ- 
ing a classification institute for management which we are planning for next 
spring. 

The Commission, I might add, is also emphasizing the need for improved 
classification procedures and adequate training for those engaged in classifi- 
cation. Working with the agencies, we have made a study of job descriptions 
and issued a booklet, ‘Less Paperwork in Position Classification.” We hope 
this will encourage everyone concerned to reduce the number of job descrip- 
tions and avoid the monstrosities which have sometimes been written in the 
past. As to training, Commission staff during fiscal 1959 conducted 26 basic 
classification training courses or classification seminars, attended by about 900 
agency employees. Agencies gave additional instruction, often using the Com- 
mission’s training material. 

An adequate system of records, analyses, and reports can keep top agency 
management continuously informed as to what is happening to an agency’s 
grade structure and where and why it is happening. Agency management can 
also, as many of the larger agencies already have, establish an inspection sys- 
tem to assure that grades of positions are consistent with the Commission’s 
standards and that good management practices generally are being followed. 
Keeping informed on what is going on classificationwise and why is one of the 
best ways a manager has of knowing and understanding his organization. 

The program I have outlined reflects my conviction that the responsibility 
for control of agency grade structures must be primarily a responsibility of 
agency management. The sheer size and geographic distribution of that part of 
the Federal service under the Classification Act today are such that placing 
primary reliance on control through a Civil Service Commission preaudit pro- 
gram, if feasible at all, would require a staff far exceeding any that the Com- 
mission might reasonably expect or wish to have. 

It is true that in some other countries the central personnel agency exercises 
considerable control over the management of other agencies deciding, for ex- 
ample, what jobs are necessary, and how the agency can best be organized to 
earry out its functions. This type of centralized control is not only inconsistent 
with our traditions, but it is also markedly unsuccessful as an effective device 
tor control of either program levels or personnel. Even under parliamentary 
governments, where the chief administrative officers are members of the legisla- 
tive body, such central controls have been vitiated by hosts of exceptions and 
ineffective programing which wastes manpower instead of controlling it. In the 
United States, any such system would leave agency heads with the responsibility 
for executing the program of the agency without giving them the authority tradi- 
tionally considered necessary in this country to carry out executive responsi- 
bility. I am opposed for this reason to such proposals as prescribing for each 
agency the number of positions in each grade, or the average grade for its posi- 
tions. I am likewise opposed to giving the Civil Service Commission authority 
over the assignment of duties. I really don’t see how the Secretary of Agricul- 
ture, for example, could be held responsible for administration of that Depart- 
ment if the Civil Service Commission told him how duties were to be assigned. 

The suggestion has been made that such numerical or percentage limitations 
have worked well in controlling the number of officers in the armed services and 
in making possible fixed ratios between officers and enlisted personnel. There- 
fore, it is argued, the same system should be prescribed for the civilian agencies. 
I cannot agree. In the first place, numerical limitations on officers have been 
changed many times and each time related to overall authorized strength. Sec- 
ond, such limitations have not prevented upgrading, which has been just as 
marked in the Army, Navy, Marine Corps, and Air Force as it has in the civilian 
agencies. On the whole, it has occurred for the same reasons and has been 
just as defensible. Finally, it must be remembered that, all other factors being 
equal, rank in the Armed Forces is personal. Once attained, it belongs to the 
individual and he holds it no matter where and to what duties he is assigned. 
This factor alone justifies arithmetic limitations as a regulating device on 
promotions within each service. There must be absolute maximums. 
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Even department by department we could hardly administer such a system 
in civil agencies. The limitations on so-called supergrades attest to this fact. 
It has resulted in that most doubtful of all management devices—sharing of 
shortages—and improper designation of level of responsibility in many jobs. I 
wish the term and its faulty connotations could be forgotten and never used 
again. I shall report later in this statement on the GS-16 to 18 restrictions 
in detail, but I should like at this point to refer to the general problems of these 
positions. The term “supergrade” was devised to simplify a concept of upward 
extension of the Classification Act to remove a dangerous and wholly indefen- 
sible compression at the then statutory ceiling salary figure of $10,330. But 
it now has become a most incorrectly used designation for some kind of mythical 
separation of ordinary jobs from extraordinary jobs which are thought not to 
be (or should not be) in the normal line of progression, promotion, and control. 
The GS-16, 17, and 18 has become a plum and a competitive symbol of agency 
job importance. This is most regrettable. Even more regrettable is the fact 
that allocation of these top positions has required a ranking of agency priorities 
against governmentwide priorities that can satisfy no one at either end of Penn- 
sylvania Avenue who knows as accurately as most agency executives and mem- 
bers of congressional committees know the needs and level of performance of 
their top people in either line or staff responsibilities. 

Whatever else the Congress may do to revise and rationalize pay structure 
and relationships I urge, recommend, and petition that it remove numerical 
limitations on the upper grades of the Classification Act and permit us and 
the agencies to get on with the job of building a rational classification structure 
geared to modern concepts of job distribution and salary levels. Let us stop 
worrying about grade creep. Grades are just convenient measuring sticks, and 
what grades we have now have little meaning against a 1946 or 1949 back- 
ground except as a measure of change. Intrinsically a rise in grade level is no 
more «nd no less important than a rise in salary level. Just because we once 
set CAF—5 as the entrance level for college graduates does not mean that it must 
always remain there any more than it means that the entrance salary of CAF-5 
must stay at $2,000, where it held its munificent head high for many, many years. 
In fact, we could just as well have renumbered the general schedule in such a way 
that there would have been a grade depression rather than a grade escalation. 
The important thing, I repeat, is a rational and defensible distribution of jobs, 
classified against good standards and compensated at fair and competitive levels 
which will minimize the waste of excessive turnover because of salary dissatis- 
faction. 

NEW CLASSIFICATION STANDARDS 


You ask how many job standards were revised and/or rewritten last year by 
the Commission. During fiscal year 1959, a total of 55 new or revised classi- 
fication standards were completed and published for the use of departments and 
agencies. These standards covered a total of about 330,000 employees or one- 
third of the total Classification Act population. (It should be observed that this 
number of employees covered is abnormally high for 55 standards—mainly be- 
cause 4 of these standards covered the stenographic, typing, and related occupa- 
tions, which are the most populous groups under the Classification Act. These 
four standards covered 130,000 positions.) Some of the other major occupa- 
tions covered by last year’s production included: attorney, internal revenue 
agent, U.S. marshal, soil conservation aid, dental laboratory technician, and 
positions in Social Insurance Administration. 

The large number of standards was made possible by an intense effort of the 
past 3 years to bring our standards up to date. As a result of the increased 
emphasis on the production of standards, we have not only achieved a reasonable 
degree of currentness in our standards program but we have significantly im- 
proved the quality of our production. 

It is not possible to generalize about the impact of this standards production 
on the grade level structure. Our standards require or permit upgrading of 
specific jobs if their actual duties and responsibilities warrant it. As pointed 
out above, changes of program, technology, organization, automation, etc., all 
have their impact on the duties, responsibilities, and qualification requirements 
of many positions. Standards which cover positions on which the impact of 
these factors has been insignificant do not result in grade increases for such 
positions. Standards which cover jobs on which this impact has been great do 
result in grade increases. Some recent standards which have not resulted in any 
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significant upgrading are guard and policeman, survey technician, and civil, 
mechanical, and electrical engineer. 

In each case where our standards result in grade increases, we have been 
fully convinced that such upgradings were not only warranted but absolutely 
required under the law. The reasons for each such action are highly indi- 
vidualized to each occupation. Forester jobs went up because of basic program 
changes required by such developments as a 250-percent increase in timber sales, 
a 150-percent increase in the recreational use of national forests, etc. As 
mentioned before air traffic controller jobs went up because of added job com- 
plexities introduced due to astronomical increases in air traffic and airplane 
speed, and nursing assistant jobs went up because of increased training and 
skill requirements in order to enable these people to perform patient-care duties 
necessary to modern hospital administration. 

Our production of standards for fiscal year 1960 will be about 35 or 40. It will 
continue to be held at approximately this level for the foreseeable future. This 
level of production is essential to the needs of a dynamic Government. The 
technological and program changes constantly being made in Government depart- 
ments and agencies have a major impact on the duties and responsibilities of in- 
dividual positions. As long as we live in a rapidly changing society, job standards 
will become obsolete and must be constantly revised. 


MONITORING CLASSIFICATION ACTIONS 


You indicated an interest in the Commission’s program for monitoring classi- 
fication actions of the departments and agencies. The Commission is responsible 
under the Classification Act for pustaudit review of such number of positions 
in each department as will enable the Commission to determine whether the 
departments are classifying positions in coaformance with or consistently with 
published standards. Because of the vast number of positions established under 
the Classification Act (approximately 1 milion), it is immediately evident that 
any postaudit review must necessarily be based upon some method of sampling 
drawn from the total group. 

Under existing procedures, we are able to review agency classification progress 
on an average of approximately once every 3 years. And importantly, these re- 
views are made as an integral part of our appraisal of the agencies’ total per- 
sonnel management operations. Our reviews are made in the locations at which 
the duties of the positions are being performed. Furthermore, our audits cover 
all levels of organization in the executive branch, that is, headquarters offices, 
intermediate echelons of command, and other field establishments. 

During a typical inspection year, we review between 24,000 and 26,000 positions 
out of a total of more than 230,000 Classification Act positions in agencies in- 
spected that year. 

The positions reviewed in any given establishment are selected in such a man- 
ner as to achieve a representative cross section of Classification Act positions in 
that establishment. The audit sample is chosen through two principal methods. 
About half of the sample is selected on a random basis. This part of the sample 
gives us reasonably representative coverage of the white-collar occupations at 
the activity, the range of grades of the established positions, and supervisory 
as well as nonsupervisory types of positions. 

The other half of our sample is chosen on a selected basis by our inspectors 
to provide other important coverage. For example, a large part of the second 
half of the sample consists of positions which are regarded as ‘‘key” positions 
from a classification point of view. “Key” positions are defined for this purpose 
as those positions where a determination as to the appropriateness of the classi- 
fication affords a guide to the appropriateness of the classification of surround- 
ing positions. For example, a review of the top-level nonsupervisory position in 
a given unit would serve as a benchmark for the proper evaluation of other non- 
supervisory positions and supervisory positions in that type of work. Selective 
sampling is also made to include positions for which new classification standards 
have been issued and to cover for necessary attention any apparent problem 
cases which come to the inspector’s attention. 

The review of any individual position included in the audit sample is done 
by anyone of the following three methods: (1) Through desk audit, the most 
highly intensive form of review, which requires interviewing incumbents at 
their worksites, and as necessary their supervisors, to determine the nature 
and difficulty of individual work assignments, (2) through discussion with su- 


pervisory officials who are close enough to the work situation to be intimately 


358 MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 


familiar with the duties being performed, and (3) through review of official 
position descriptions of record. 

In our inspection process we plan to pay increasing attention to those jobs 
and grades where studies indicate that escalation may be a problem. By 
analysis both on a servicewide and installation basis, we will keep in touch with 
the situation as it develops, and we will use this information in assisting us to 
select key positions for inclusion in the audit sample. 

Corrective action is ordered in individual cases of misclassification. Such 
action may involve a change of series or grade, when in the judgment of our 
inspectors, the agency has failed to properly interpret classification standards. 
In other cases, the corrective action may require the agency to bring position 
descriptions up to date when existing descriptions no longer reflect current 
duties and responsibilities performed. During the past several years, grade or 
series changes have been recommended for approximately 8 percent of all posi- 
tions reviewed. These were not all grade decreases by any means. We often 
find mistakes of underclassification, a good indication that agencies do not go 
wild and overclassify their jobs. In an additional 6 percent of the cases re- 
viewed, the agency’s classification decision was questioned and the agency 
requested to review its determination and report the result of its review to the 
Commission. 

Our principal objective in reviewing agency classification actions is to high- 
light significant program strengths and weaknesses. We believe that it is 
essential to treat underlying causes, not symptoms. Thus, while we recognize 
the importance of having individual cases of misclassification corrected and take 
action to see that this is done, we believe that it is even more important to point 
up the need for correcting program deficiencies so as to enable the classification 
program in each agency to operate more effectively with respect to all positions 
that are subject to the Classification Act of 1949. 

A significant percentage of total time spent in inspecting agency personnel 
management programs is devoted to the classification aspects of the program. 
Approximately 20 percent of our total inspection time is devoted to the audit 
of individual classification actions and to the evaluation of other aspects of the 
agencies’ classification programs. The preponderant portion of this time is 
spent on the review of individual actions. 

In recent years the marked increase in the passage of new laws, the issuance 
of Executive orders, and the introduction of new programs by the Commission 
in the field of personnel management have tremendously increased the scope 
of our inspection program. We have had a real challenge in attempting to 
undertake a significantly expanded inspection program within the resources 
that have been available. In planning our inspection program for each fiscal 
year, we identify those program areas which should be selected for special 
inspection emphasis and coverage, and at the same time attempt to come up with 
a reasonably balanced inspection program. Nevertheless, we have devoted con- 
siderable resources during each fiscal year to the review of agencies’ classifica- 
tion actions and other phases of their classification programs. 

I believe that it is also important to recognize that the Commission does not 
rely solely on its classification audit program to effectively monitor agency 
classification actions. There are a number of other activities in which we are 
engaged each year that have a salutary impact on agency classification programs. 
As I have just said, continuous efforts are made to develop improved position 
classification standards. Training courses for agency position classifiers are 
conducted both in the Washington area as well as by each of our regional offices. 
Thousands of requests for classification advisory service, in one form or another, 
are acted upon each year. Furthermore, the preaudit of positions at GS-16, 
GS-17, and GS-18 and other positions at lower grades, upon request, serve to 
establish additional benchmarks against which the agencies can compare and 
evaluate other positions. Our adjudication of classification decisions as a result 
of individual appeals also serves this same purpose, in part. 

All that I have talked about in the past few minutes is not to imply that it 
is not possible to further improve our program for monitoring agency classi- 
fication actions. We sincerely believe, however, that a reasonably effective job 
is being done within the limit of our resources. To the extent that additional 
resources were available, it is obvious that we could either increase the fre- 
quency of our surveys or the size of the classification audit sample on individual 
surveys or both, and thereby provide a greater measure of control over the 
classification system. 
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REQUESTS FOR POSITIONS IN GRADES GS-16, GS-17, AND GS-18 


You also inquired as to the current status of positions in grades 16, 17, and 
18, When enacted, Public Laws 86-370-and 86-377, between them, fixed a ceiling 
of 1,128 as the total number of positions that can be placed in these grades for 
use on a general governmentwide basis as needed and without regard to specific 
agencies or functions. Within this total the act also imposed maximum sub- 
limitations of 281 positions in grade GS-17 and 122 positions in grade GS-18. 
In addition to the number of positions available for governmentwide use, some 
947 spaces have been earmarked by a variety of special legislative authorities 
for use in a score or more specified departments and agencies. In 13 instances, 
covering 123 positions, the Commission has no control of the allocations. Fif- 
teen different statutes (excluding the Classification Act) and one reorganization 
plan provide for positions in GS—16, GS-17, and GS-18. 

Current needs for positions in the three highest grades continue to be greater 
than the present number authorized. This means that, on the basis of their 
duties and responsibilities, many existing positions which should be placed in 
one of these grades must be held in a lower grade and that an adequate number 
of new positions for important programs cannot be established at these grades. 
On the basis of the submissions made to us after the increase of last summer 
was enacted, we estimate that approximately 150 such positions remain un- 
authorized, of which about 30 belong in GS-18, about 40 in GS-17, and about 
80 in GS-16. 

I would like to urge again upon this subcommittee the removal of the statutory 
limitations on the number of positions which may be placed in these grades. 
The Classification Act contemplates the placing of positions in grades upon 
the basis of the difficulty of their duties and responsibilities in full compliance 
with grade definitions prescribed by Congress. The numerical limitations in- 
troduce an inconsistent control. They force positions of equal value to be 
placed in different grades and positions of unequal value to be placed in the 
same grade. This interferes with sound occupational relationships and proper 
internal organizational alinement. It is damaging to the morale of employees 
affected and discouraging to outstanding men at lower grades who might other- 
wise look forward to a career in the Federal service, and hampers recruitment 
and retention of the best talent for the direction of vital Government programs. 

Mr. Chairman, I know I have been repetitive on this point, but I must stress 
our sincerity in continuing to believe that ceilings should be removed from grades 
16, 17, and 18 positions. 

EVALUATION OF REQUESTS 


The Commission requires that an agency proposing the classification of a posi- 
tion in grade GS-16, GS-17, or GS-18, identify the position by title and 
organizational and geographical location and submit the following materials: 

1. An individual description of the position ; 

2. Pertinent functional or organizational charts ; 

3. An analysis and evaluation of the position’s duties and responsibilities, 
including a statement of the qualification requirements of the work ; 

4. The agency’s recommendation with reasons; and 

5. Priority of the position in relation to other requests of the agency. 

The evaluation of the request is undertaken by an Official of the Bureau of 
Inspections and Classification Audits who knows the organization and func- 
tions of the agency. Necessary interviews with officials of the agency (includ- 
ing the incumbent if the job is occupied) will also be arranged, although the 
extent to which this is done varies with the extent to which the employee is al- 
ready familiar with the job through other recent contacts. Occasionally, when 
jobs are located in the field, especially where there are a number of related 
jobs in one city or geographic area, a study may be made by the staff of one 
of our regional offices. 

After the facts are determined, the job is evaluated in terms of the grade 
definitions in the law, relation to such classification standards as may apply, 
and comparison with other positions in the proposed and related grades. The 
facts and findings are then presented in an evaluation report, which is reviewed 
in the Office of the Bureau Director. It is in that office and at that time that 
consideration is first given to the question of distribution of such available 
spaces as there may be under the numerical limits of the law. The resulting 
proposals are then given complete review by the Executive Director and the 
Commissioners themselves. As required by law, approval by a majority of the 
Commissioners is necessary before action can be taken. 
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EVALUATION OF QUALIFICATIONS 


You also asked that I discuss our procedures for evaluating the qualifications 
of incumbents of positions at grades GS-16, GS-17, and GS-18. We have set 
up a Special Review Board, chaired by a highly competent, experienced, and 
respected examiner. This Board is attached to the Office of the Chief of the 
Examining Division. While the Chairman serves on a continuing basis, the 
other two members are ad hoc and are drawn from the top-ranking technical 
personnel of the Examining Division. Occasionally members or consultants on 
specific cases are drawn from among experts elsewhere in the Commission. 

; All appointments to all of these positions are subject to a personal investiga- 
tion of qualifications. If a suitability, loyalty, or qualifications investigation 
has already been made by the Commission or another investigative agency, we 
would not ordinarily require further investigation. However, if questions re- 
lating to qualifications were not fully resolved or if for other reasons it appeared 
desirable, further investigation would be made. In some few cases, the personal 
investigation is waived. For example, the appointment of an individual with 
a national reputation in a scientific field was approved without personal in- 
vestigation. An appointment for job employment not to exceed 1 year has been 
approved without investigation since the project is already started and the ap- 
pointment is temporary. Investigation may not be required for long-term em- 
ployees of an agency. 

The Examining Review Board meets, studies, and thorouhgly discusses the 
case including the investigative material and the information made available by 
the agency. If there is unanimous vote for an appointment to a position at 
grade GS-16 or 17, the Board has final authority for approval. If the Board 
is divided on approval of qualifications or if the board recommends disapproval, 
the case is referred with a recommendation to the chief of the division for final 
action. All cases of appointment to positions at GS-18 are considered by the 
Executive Director. In some cases the Commission members also are consulted. 


SCIENTISTS AND ENGINEERS 


With reference to scientists and engineers, you are concerned with present 
requirements of unfilled positions, success in recruiting this year from the col- 
leges and universities, and loss from the Federal Government to private indus- 
try, especially defense contractors. While the Commission does not routinely 
collect overall data in these areas, our general impression from various sources 
of information is that the situation with respect to recruitment and retention 
of scientists and engineers is better than it was 5 or 6 years ago but not as good 
as it was last year. 

As part of its program under section 803 of the Classification Act, the Com- 
mission has been gathering information from the agencies to indicate the re- 
sults of the higher-than-minimum rates and of the agencies’ recruiting experi- 
in general. 

Based on this information, the Commission has been able to trace the percent 
‘of acceptance to offers of appointment and to compare the Federal Government’s 
acceptance rate for positions under the Classification Act with the acceptance 
rate in industry for comparable types of positions. 

In 1954, prior to raising hiring rates for engineers and certain scientists under 
section 803, the acceptance rate in the Federal Government was only 17 percent 
for engineers and certain physical scientists at grades 5 and 7. 

By 1956, after more than a year’s experience with the increased hiring rates 
under section 803, the acceptance rate increased to 29 percent. 

As of June 1958, the acceptance rate was 40 percent as compared to the in- 
dustry acceptance rate of 46 percent. 

Broken down by engineers on the one hand and physical scientists on the other, 
the 1958 acceptance rate was 37 percent for engineers and 49 percent for physical 
scientists in positions under the Classification Act. 

For 1959, according to a recent report of the Department of Labor— 

“The dominant theme in the labor market for engineers, scientists, and techni- 
cal personnel as the first half of 1959 drew to a close was one of improving job 
opportunities and a diminishing supply of available workers. Improvement was 
widespread geographically and in virtually all of the technical categories cov- 
ered by the 30-area bimonthly survey. 

“The higher level of economic activity, with its consequent demand for spe- 
cialized personnel, was clearly reflected in employment service indicators. Active 
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job applications for these workers at public employment offices in the 30 areas 
declined by almost a fifth between March and May. Job openings increased rela- 
tively, by a slightly larger amount. The hard-to-fill jobs, those placed in inter- 
area clearance, also rose substantially. 

“* * * campus recruitment was more vigorous than last year and salary scales 
were somewhat higher.” 

The Commission’s study of 1959 graduates in scarce categories covered by 
section 803 rates confirms the above-quoted findings of the Department of Labor. 

For 1959, the acceptance rate (that is, the percent of acceptances to firm offers 
of appointment) decreased in both industry and the Federal Government, but 
more sharply in the Federal Government. 

Whereas industry acceptance rate in 1959 decreased only 3 percent—from 46 
percent in 1958 to 43 percent in 1959—the Federal Government acceptance rate 
has decreased 5 percent—from 40 percent in 1958 to 35 percent in 1959. The 
decrease is sharper for engineers than for physical scientists. For engineers, 
the acceptance rate for 1959 is only 31 percent (a drop of 6 percent from the 
37 percent in 1958). 

For physical scientists the acceptance rate for 1959 is closer to that of indus- 
try’s 43 percent. The Federal Government acceptance rate for physical scientists 
is 45 percent—a drop of 4 percent from 1958. 

For engineers and certain of the physical scientists (such as physicists and 
metallurgists), the good effects of the Pay Act of 1958 and the section 808 above- 
the-minimum rates seem to have worn off. The 1959 season shows a 5-percent 
dropoff for engineers and physical scientists in acceptances. This is in spite of 
continued and even intensified recruitment programs, greater emphasis on co- 
ordination of recruiting efforts and on cooperation with colleges, paying an incre- 
ment for qualified graduates, payment of travel and moving expenses to first 
post of duty, use of paid advertising and of nonprofit employment services, and 
the beneficial effects of the training legislation. 

For the June 1958 bachelor-degree graduates in engineering and physical 
science, industry paid an average of from $5,600 to $5,700. Compared to this, 
the Federal Government rates are $4,490 for the average graduate and $5,480 
for the superior graduate. 

The average industry rate for the June 1959 graduate in engineering and 
searce-category physical science increased and is estimated at from $5,800 to 
$6,200. Against this, Federal Government rates are $4,490 for the average grad- 
uate and $5,430 for the superior graduate. Increase by industry for 1960 grad- 
uates with the first degree is estimated roughly at an additional 2 to 4 percent. 

Declinations for salary in the Federal Government for jobs under the Classi- 
fication Act continue to be high, 53 percent of the declinations from engineers 
being due to low salary. 

The Commission is reviewing the results of these findings with the agencies 
in order to obtain their reaction to the maximum use of section 803 for engi- 
neers at grades 5 and 7 and certain shortage physical science categories. 

In the last quarter of 1958 the Commission in order to project engineering and 
scientific manpower needs for the next 5 years gathered certain facts relating 
to these occupations. The data came from agencies employing about 90 per- 
cent of the employees in these categories. At that time the annual quit rate 
(exclusive of transfers to other Federal agencies, retirements, and involuntary 
separations) was 5 percent on an annual basis for engineers. For physical 
scientists it was 6.3 percent annually. For technicians in these fields the quit 
rate was 11 percent. These findings are consistent with the Department of the 
Army survey of its research and development activities, which was covered in 
testimony of the Department of the Army earlier this week. It is surprising to 
find that the turnover among technical support personnel is much higher than 
the rate for professional employees. 

Some appointing officers feel that while the quit rate among professional 
employees is low, it is dangerous because the group who leave are predominantly 
the better employees at the beginning and top levels. We know of no study which 
either supports or disproves this opinion. 

There is no question but that the recruitment and retention of scientists, engi- 
neers, and technicians will be a continuing problem for many years to come. 
The demand by industry and Government will unquestionably increase. A re- 
cent study by the Commission of prospective needs for scientists and engineers 
and support personnel in 1963 showed that there has been a great increase in the 
Nation’s labor force generally in the use of scientific and technological workers 
as well as in Government. 
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Considerable growth in these occupations has occurred in the Federal Govern- 
ment even since 1954. From 1954 to 1957, employment of engineers, physical 
scientists, technicians, and related occupations included in our study of 1963 
needs increased by 9.7 percent or an average increase of approximately 3.2 per- 
cent per year. From 1957 to 1958, there was a further sharp increase of 11.6 
percent in a period of approximately 18 months. 

Federal agencies have estimated that their manpower requirements in these 
occupations will continue to increase to 1963 and expect that these requirements 
will exceed 1958 employment by 25 percent. This represents an average yearly 
increase of 5 percent—larger than the annual increase from 1954 to 1957 but 
less than the rate of increase in these occupations actually experienced by Fed- 
eral agencies from 1957 to 1958. 

In conclusion, I believe the Government is going to be faced with a need to 
recruit more and more highly talented scientific, technical, and management peo- 
ple in coming years with the demand for clerical and manual workers continuing 
to decrease. The problems of the effective utilization of such personnel are 
very different from the proper utilization of clerical and manual workers. We 
may be faced with developing entirely different concepts of organization of our 
work, of supervision, of incentives, of human relations, and of pay. 

Personnel policies generally will need to be thoroughly reexamined. The 
Commission is looking forward to meeting these challenges in cooperation with 
your subcommittee, which has shown such great concern with manpower utili- 
zation. 

Mr. Davis. Let me say that you have given us a great deal of worth- 
while information, and it has been very helpful to have this discus- 
sion with you, Mr. Chairman. We appreciate your coming before 
the committee. 

Mr. Jones. I appreciate the opportunity to come, Mr. Chairman. 
I am afraid I do not have the virtue of brevity when you trip the 
trigger of my tongue. But that is because I want to try to be helpful, 
not because I like to listen to myself. 

Mr. Davis. I think it is very helpful to go into these matters in a 
good deal of detail, and I have not felt that you have talked too much 
at all. We appreciate very much your appearance and the informa- 
tion you have given us. Thank you, sir. 

We next have Mr. Austin E. Kerby, assistant director, national 
economic commission of the American Legion. 


Mr. Kerby. 


STATEMENT OF AUSTIN E. KERBY, ASSISTANT DIRECTOR, NA- 
TIONAL ECONOMIC COMMISSION, THE AMERICAN LEGION; AC- 
COMPANIED BY JOHN S. MEARS, LEGISLATIVE ASSISTANT 


Mr. Mears. Mr. Chairman, Mr. Kerby is our principal witness. I ( 
am Mr. Mears, the legislative representative. 

Since the time is short, we have agreed just to submit our state- 
ment for the record, and if we might, will just briefly state that it 
is a statement of our reasons in connection with one aspect of this 
manpower utilization subject which we are concerned with, and that 
is the contracting out to private concerns of jobs normally performed { 
by Government employees. 

Mr. Davis. We are glad to have your views on this subject, and the 
statement will be entered into the record at this point. 

(The statement referred to follows :) 
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STATEMENT OF AvSsTIN BE. Kersy, ASSISTANT Director, NATIONAL EcoNomIc 
COMMISSION, THE AMERICAN LEGION 


Mr. Chairman and members of the- subcommittee, we sincerely appreciate 
the opportunity to appear before you and to present the views of the American 
Legion in connection with this vital subject of manpower utilization. 

The American Legions stands firmly in defense of the Veterans’ Preference 
Act, because that statute was enacted with the unqualified endorsement of the 
American Legion. In fact, the American Legion was instrumental in the draft- 
ing of the language of that statute. 

The Veterans’ Preference Act was not hastily conceived legislation. It was 
given serious consideration by the 76th and 77th Congresses before its final 
enactment by the 78th Congress on June 27, 1944. As a compilation of existing 
laws pertaining to veterans’ preference in Federal employment, the provisions 
of the Veterans’ Preference Act did not give birth to a new and unique idea. 
The statute merely reiterated the policy of this country since its birth. 

The Veterans’ Preference Act clearly states that preference in Federal em- 
ployment shall be given to eligible veterans. Section 3 of the act restricts eligi- 
bility for position as guards, elevator operators, and custodians to persons 
entitled to preference under the act so long as such persons are available. 

In recent years the General Services Administration has been contracting 
with private concerns for the services of guards, elevator operators, and cus- 
todial personnel traditionally rendered by Government employees, who, by 
reason of section 3 of the Veterans’ Preference Act, were practically all vete- 
rans. The American Legion believes this policy circumvents the purpose of the 
Veterans’ Preference Act and certainly it is prejudicial to the employment of 
veterans, especially the disabled who receive, and deserve, special consideration 
under the Veterans’ Preference Act. 

The employment committee and the veterans’ preference committee of the 
American Legion have been deeply concerned over the receipt of increasingly 
numerous complaints concerning this policy of the General Services Administra- 
tion. As a result, resolutions have been adopted by our national executive com- 
mittee and the national convention opposing this policy. The most recent is res- 
olution 290 of the 1959 national convention. This resolution concurs with the 
criticism made by this subcommittee that this practice is appnrrently wasteful, 
extravagant and definitely adverse to the public interest. The grave concern 
of the American Legion over this policy is shared by thousands of capable and 
dedicated Government employees who are keenly aware of the probable adverse 
effects of this practice upon their jobs and their future in the Government 
service. 

Approximately 90,000 persons would normally be employed in the above men- 
tioned types of jobs alone. Many qualified veterans are not only being denied 
employment but also many who are employed are being dismissed. As an 
example, statistics obtained from the District of Columbia office of the U.S. 
Employment Service reveals that of 213 custodial employees hired through this 
office by one private contractor, under such a Government contract, only 47 were 
veterans. This represents 22 percent veterans as against 78 percent nonveterans. 
In comparison, had the Federal Government employed 213 custodial workers, 
veterans hired would constitute approximately 100 percent of the total. 

The General Services Administration has authority to enter into contracts 
for the services of elevator operators, cleaning or custodial services, building 
maintenance men, and we understand guards also are included, on a year-to-year 
basis. The reason for such authority is alleged to be economy. The American 
Legion does not believe this policy results in any real savings to the Government. 
In fact, the American Legion has requested that it be furnished with facts which 
would support the contention that this procedure results in a saving to the 
Government. To date, our request has been unanswered. Further, is anyone 
aware how far into other fields this practice may be extended? 

It is our opinion that a private contractor in business solely for profit would 
not be interested in securing the same caliber of personnel as is found in Govern- 
ment service. On the other hand, the Government employee must pass an ex- 
amination. He must be honest, reliable, of good character, and posses overall 
suitability for Government employment. Further, the Government employee is 
reasonably assured of permanent employment and other benefits provided for 
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him, which is not the case with respect to the employees of private contractors. 
Because of this the Government would benefit economically if it secured the 
services of its own capable and dependable employees. 

In addition to the foregoing there is another facet to consider. The American 
Legion is advised that in some cases guards, with civil service status, have been 
separated. They were replaced with military personnel and employees of private 
contractors. We do not desire at this time to discuss the issue of military versus 
civilian personnel. The point we make concerns the privately hired personnel 
used as guards. We do not believe that the private contractor can secure as 
reliable and honest personnel as Government standards require for less money, 
which he must do, if a saving is to be accomplished. Is the saving accomplished, 
if any, worth the potential impairment to the security of the Government prop- 
erty involved? We think not. It brings to mind the saying being penny wise 
and pound foolish. 

In conclusion may we say this. The American Legion desires economy in 
Government. However, we do not believe that the practice here under considera- 
tion results in any real economy. But our interest here is not based upon pure 
economics. We are defending a principle—a principle that this country has 
embraced since its birth. The most recent statement of this principle is the 
Veterans’ Preference Act which was endorsed and approved by the Congress of 
the United States with but one dissenting vote. If there be any inefficiency pro- 
duced by adherence to this principle, and we do not admit of any, it has never 
been demonstrated to the Congress that it was of sufficient magnitude to aban- 
don the principle. And we simply cannot believe that the economy achieved, if 
any, in this procedure is sufficient to convince this Congress to abandon it for the 
first time in hsitory. But if this .ractice is allowed to continue and fluorish, that 
is what it will amount to. 

The American Legion, therefore, urges that this practice be restricted to those 
isolated areas where normal personnel recruitment is clearly unsatisfactory. 


Mr. Kersey. Mr. Chairman, I might mention as Mr. Mears has, that 
this is with respect to principally the General Services Administra- 
tion. We understand, of course, that other agencies also are aoe 4 
this practice. In view of that, our figure on page 2 would be muc 
higher than that. It would possibly be 200,000 or more jobs. 

Mr. Davis. If you would like to revise it, you may give the informa- 
tion to Mr. Bray here. 

Mr. Kersy. Thank you, sir. 

Mr. Davis. Thank you for your statement. 

The commitee will now recess until 2 p.m., and at that time, we will 
hear from the Office of the Secretary of Defense. 

(Whereupon, at 12:30 p.m., the subcommittee was recessed, to re- 
convene at 2 p.m., the same day.) 


AFTERNOON SESSION 


Mr. Davis. The committee will come to order, please. 

This afternoon we take up the Defense Department and we have 
with us the Deputy Assistant Secretary Stephen S. Jackson, Assistant 
Secretary for Manpower and Personnel. 

Mr. Secretary, we are pleased to have you with us. Do you have 
any further statements you wish to make at this time as a supple- 
mental statement ? 
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STATEMENT OF STEPHEN S. JACKSON, DEPUTY ASSISTANT SECRE- 
TARY OF DEFENSE, MANPOWER, PERSONNEL AND RESERVE, 
ACCOMPANIED BY LEON WHEELESS, DIRECTOR OF CIVILIAN 
PERSONNEL POLICY; GUS LEE, DIRECTOR OF MANPOWER RE- 
QUIREMENTS AND UTILIZATION; G. C. BANNERMAN, DIVISION 
OF PROCUREMENT POLICY ; TIMOTHY STANLEY, SPECIAL ASSIST- 
ANT TO THE ASSISTANT SECRETARY OF DEFENSE (INTERNA- 
TIONAL SECURITY AFFAIRS); LT. COL. MARSHALL E. BAKER, 
ACTING DIRECTOR OF MANPOWER AND TRAINING, OFFICE OF 
ASSISTANT SECRETARY OF DEFENSE (INTERNATIONAL SECU- 
RITY AFFAIRS); AND JOHN J. RIORDAN, STAFF DIRECTOR FOR 
INSPECTION AND QUALITY CONTROL—Resumed 


Mr. Jackson. No, I have nothing further beyond the statement that 
I have already given, sir. 

Mr. Davis. Let me have a look at this. 

Bd. had so many since you were here it has gotten out of our minds 
a little. 

Mr. Jackson. I am sure you have, sir. 

Mr. Davis. Mr. Secretary, I note in your statement that you plan 
to make a 2-percent civilian personnel reduction this fiscal year from 
the level of civilian strengths which the Department of Defense could 
support from appropriations. I would like to ask you a few ques- 
tions about that. 

In what functional area do you propose to make this reduction ? 

Mr. Jackson. We have not broken down the reduction in terms of 
functional areas, Mr. Chairman. Indeed, our plans as yet as to the 
details of accomplishment have not been finalized. We have indicated 
long since that we will comply with the letter and spirit of the Presi- 
dent’s order that came through the Bureau of the Budget and we 
are at this very time working out the details by which we will ac- 
complish this with a minimum, we hope, of disruption to the personnel 
programs, the maximum amount of attrition, and we will have this 
memorandum—lI think we are working with the services now—prob- 
ably at the end of the next week. 

Mr. Davis. Do you know to what degree these reductions will be 
made of actual jobs now in existence ? 

Mr. Jackson. We can only give you, of course, since this is a prog- 
nostication as of June 30, 1960, our best estimate as to what will 
in actual people and what will be in terms of people not being taken 
on that otherwise would have. On this I would like to put in this 
caveat for the record, that this is only an estimate and it is difficult 
sometimes to work in a reduction spread over a large front in terms 
of a finite period of time and so the timing as to June 30 or a little 
before or after may be a variable, but in general our best estimate, sir, 
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is that in accomplishing the 2 percent in fiscal 1960 we estimate ap- 
proximately 15,000 to 16,000 actual reductions in people and about 
6,000 of individuals who will not be hired, indeed, whom the office 
of Secretary of Defense has already ordered not to be hired durin 
the rest of this fiscal year, so in the neighborhood of 21,000 overa 
and 15,000 to 16,000 in actual people. 

I would, if I may, add one point which I think the committee would 
be more interested in, because it is a firm and accurate fi ; 

As you know, the trend in the Defense Department has been over 
the years, and is continuing to be, to reduce as far as possible con- 
sistent with good management our civilian forces. For the time in 
history that is most current, from September 1958 to September 1959, 
there has been a decrease of actual people in the civilian work force 
of the Department of Defense of 29,000 people. 

Mr. Gross. Mr. Chairman, may I satisfy my curiosity ? 

Mr. Davis. Mr. Gross. 

Mr. Gross. Are you speaking now of American nationals, or are 
you talking of the total civilian load ? 

Mr. Jackson. The figures that I give have reference to the total 
civilian loads. 

Mr. Gross. You are not speaking then of foreign nationals in any 
way / 

Mr. Jackson. This does not apply to the contractual local foreign 
employees; no, sir. 

Mr. Gross. Thank you. 

Mr. Davis. These could all be termed classified civilian employees? 

Mr. Jackson. These are direct hire, classified and blue collar or 
wage board people, both; yes, sir. 

Mr. Davis. How do you propose, Mr. Secretary, to see that these 
. services do not substitute contract personnel or military personnel for 
the reduced civilian personnel ? 

Mr. Jackson. First let me say, if I may, sir, that in every instan 
at least in recent times, tomy knowledge where there has been impo 
on the services in the military departments a planned reduction in 
force, it has been accompanied with the direction that this will not 
be achieved in any degree by resorting to contracting out. This is 
implemented in the service regulations. 

There is some difficulty in specific instances in making a determina- 
tion as to whether or not the motivation or the purpose in engaging 
in the contract was clearly and purely to avoid ceilings, because the 
decision to enter into contracts vis-a-vis inhouse necessarily has a 
number of factors. 

We have issued a directive to the services which says: 


If you are faced with a situation because of the ceilings which the Department 
of Defense imposes, whereby you have an inhouse capability or potential capa- 
bility that is precluded by our ceilings, you come in and tell us and rather than 
resort to supplementing it by any uneconomical contracting out, we will raise 
the ceilings temporarily to meet the situation. 


Mr. Davis. With reference to another part of your statement, is 
your present direct hire ceiling imposed by you, or by someone higher 
up in the scale? 

Mr. Jackson. The Department of Defense ceilings are imposed by 
the Secretary of Defense upon recommendation from our office, the 
Office of Manpower, Personnel, and Reserve. 
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Mr. Davis. Are your civilian ceilings inflexible to the extent that, 
for example, the Air Force must fire civilian firefighters and use 
enlisted personnel ? 

Mr. Jackson. Are ceilings, do I understand the question, so inflex- 
ible that it would require that result ? 

Mr. Davis. Yes. 

We had some testimony here this week that firefighters had been let 
out and military personnel put in in their place. It was said that that 
would be only temporary, but that it had been done. 

What I want to know is, are your civilian ceilings so inflexible that 
it calls for that kind of activity ¢ 

Mr. Jackson. I would doubt it. 

The ceilings and the work force of whatever this service was, it 
seems to me, are such that as to pinpoint a particular small segment 
and say that that was due to the ceilings would be unrealistic. 

It is possible that if there were an emergency situation where 
civilians were phasing out and you had the need to perform work, 
the military temporarily might be called upon to assist. 

Mr. Davis. This was not a phasing-out operation. 

Mr. Jackson. I don’t know the fact, but if there were some threat 
_ danger where the civilian people were not immediately avail- 
able 

Mr. Davis. They were letting the civilian firefighters go and were 
using military personnel. 

Mr. Jackson. To answer your question, our ceilings do not go into 
specifics, but contemplate an adjustment on an overall management 
of the work force at the discretion of the services. 

Sometimes on the face of it these cases seem to make a bad case 
out for ceilings, but to answer your question, our ceilings would not, 
require that in the overall concept of it. 

Mr. Davis. Our staff have been making some visits to defense ac- 
tivities and they advised us that they noticed some instances of en- 
listed men, especially sergeants, doing clerical work, typing and so 
forth; for example at the Dover and Andrews Air Force Bases. 

What is the situation about that as to whether enlisted personnel 
are being put into positions where the work previously has been done 
by civilian personnel ? 

Mr. Jackson. The reference to Dover brings up a situation which 
I think is involved now in some personnel adjustments that I am 
not thoroughly familiar with, but I can say, sir, that the established 
policies of the Defense Department, and indeed of the services, would 
generally speaking not indicate military for that kind of a post. 

However, there are stenographic assignments in which military 
are indicated because of the military exigency of the situation. 

I always thought it a bit strange with respect to my son, who is 
6 foot 5, when he was on a destroyer his assigned station was to punch 
a typewriter when he was at sea. However, there is no justification 
for a deliberate substitution of civilians who are not in a peculiar 
military situation, to turn them out and substitute them by military. 

The particular situation you allude to I am not familiar with, but 
that is the policy. 

Mr. Davis. Did you say that you were not familiar with the par- 
ticular situation in Dover? 
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Mr. Jackson. Yes, I did. 

Mr. Davis. Is anyone here who is familiar with that, Mr. Secretary ¢ 

Mr. Jackson. I don’t know. I can find out. I don’t think we 
have come prepared to discuss that particular situation, sir, and we 
don’t have anyone. 

Mr. Davis. That is something that our staff had noticed in some 
of the visits they were making. They said that there seemed to be 
a substantial number of enlisted personnel engaged in that kind of 
work. The staff can check if there is any aa to go further into it. 

Mr. Jackson. We would be glad to pursue it if your staff would 
want to get together with our staff and specifically indicate what they 
would like to have. 

Mr. Davis. In your statement I note your remarks with reference to 
the increase in grades GS-11 to GS-15. Of course, it is understand- 
able that because of the increased complexity of the defense structure 
and matters of that nature, there would be some increase in these 
higher grades, but we note also that from 1957 to 1959 the Defense 
Denartment had a 28-percent increase in grades 13 to 18. 

Do you think that is what you would expect under the circum- 
stances ? 

Mr. Jackson. Frankly, our Office has some doubts as to whether it 
represents appropriate increase, and that is why we have taken steps. 
that I have indicated in my presentation. 

It is hard to come to firm figures as to what increase, if any, is indi- 
cated. There are factors, as Mr. Jones brought out in his presenta- 
tion, that lend themselves to this increase, but let me say prima facie 
we think this is too much and we have therefore indicated that the 
whole trend should be extremely frugally and carefully administered. 

We shied away from anything like a fixed freeze because it just 
isn’t feasible, but, as I have indicated, we have sent out to the services 
the position of holding down increases and we have asked for periodic 
reports as to how they are going along in that regard. 

r. Davis. Thank you. 

In your statement you discuss the procurement of goods and services 
by contracts with private industry. That contracting out, particu- 
larly for services, has given the committee quite a bit of concern and 
that is why we have been looking into it like we have been. 

I would like to ask you if you could answer this: 

What effect does the contracting out of work have on the develop- 
oa —_ the retention of talent among our own Government work 
orces 

Mr. Jackson. On the development, if I understand what you mean 
by that, I think perhaps it to some degree enhances or stimulates it in 
this respect : That being conscious of the fact that there is a likelihood 
that some of our people will be lured, if you will, away into private 
industry, and I think that was largely a part of the motivation for 
what we consider to be many improvements to induce this type of 
people in the scientific and rare skills to stay with us, and we have, in 
spite of the some of the more attractive financial offers that are made 
or are potential in industry, shown pretty good results on retention, sir. 

Mr. Davis. What I had in mind was this: Were you to contract out 
for research and development work, what effect would that have on 
your talent in the service as to whether they would feel, “Well, there 
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is nothing more for me to do now. The work has been contracted out 
and I can just coast along.” 

I was wondering whether that would retard the development of 
skills in the service and whether or not it might result in them feelin 
that “My skill is not needed here and I will get out and get a jo 
in private industry.” 

Mr. Jackson. That is hard to evaluate. 

I presume that in most of the instances of contract that you are 
talking about, it has to do with new and prospective projects, rather 
than taking away existing ones. 

We did have, and there was quite a study made in general of the 
fact that the scientific and particularly skilled person might feel that 
he wasn’t fully utilized, not specifically on that score, and we have 
taken steps to overcome it. I presume that it is possible that in some 
instances, if there were a very challenging research project farmed 
out or contracted out and some dedicated and energetic people who 
were on the rolls lost the opportunity to go into this, it might well 
have an effect. I don’t have any appraisal of it, though. 

Mr. Gross. How about other services, Mr. Chairman ? 

I refer to the contracting out of services. You do that, do you not? 

Mr. Jackson. There are contracts given for services; yes, sir; by the 
military departments. 

Mr. Gross. What about those ? 

What happens to your people that you have on the payroll, uni- 
formed and civilian, when you contract out services that they can 
perform ? 

Mr. Jackson. In the first place, if the services can be performed 
inhouse more economically and within the prescribed time limits that 
are often of paramount importance, they aren’t or shouldn’t be con- 
tracted out. 

As I say, generally it is an area in which for one of these reasons you 
are not — inhouse to undertake it, and consequently the people 
who are still there on the rolls would not, I would not think, feel quite 
the same as the chairman has indicated with reference to research and 
development people. 

It depends somewhat on the type of services we are discussing, I 
would think, Mr. Gross. 

Mr. Gross. Mr, Chairman, may I take a moment or two to give Mr. 
Jackson a specific example, and I would like your comment, Mr. 
Jackson. 

Mr. Davis. Yes. 

Mr. Gross. In 1958 Secretary Higgins and the uniformed and 
civilian personnel representing Army Ordnance appeared before the 
House Armed Services Committee in opposition to the abandonment 
of the San Jacinto Ordnance Depot. 

I brought it up before when Secretary Short was here in behalf of 
the Army, and he put the monkey squarely on the back of the Defense 
Department; in her words, on the back of your Department. 


Secretary Higgins and his aids said San Jacinto was irreplaceable, 
that it was an excellent depot and should not be abandoned. 

The Secretary of Defense then went out and hired a consulting 
firm, Booz, Allen, and Hamilton, to make a survey; in other words, 
to tell him whether the San Jacinto Ordnance Depot ought to be 
abandoned. 
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That is an example of what I am trying to get at here. Why did 
the Defense Department; why did Secretary McElroy go out and 
hire a consulting firm to tell him that this ordnance depot ought to be 
abandoned ? 

Why did not Secretary McElroy use the people in his own Depart- 
ment 

Were they incompetent? Were they biased or prejudiced ? 

What is the story? Why are these people being maintained in the 
Military Establishment if you have to go out and hire a consulting 
firm to tell you what to do? 

Mr. Jackson. I am not familiar with Mr. Short’s testimony when 
ie say he put the matter squarely on the back of the Secretary of 

efense. 

Mr. Gross. He said the decision to hire a consulting firm was made 
by the Department of Defense. 

Mr. Jackson. Had he indicated what the conclusion of the Army 
was with regard to the retention of the installation, Mr. Gross? 

Mr. Gross. That is a matter of record. 

Yes, he made it very clear that the Army did not want to abandon 
this depot. 

Mr. Jackson. That is what I thought. I wasn’t sure. 

Mr. Gross. That is right. 

Mr. Jackson. I am not familiar with that particular project. 

I think, if I may, I would like to ask someone to answer that. I 
have some ideas, but I think perhaps there are others here who would 
be more explicit on it. 

Could you address yourself to that, Mr. Lee, please ? 

Mr. Ler. I can indicate a little bit about that. 

The facts are as you correctly stated them and the Secretary of 
Defense did direct the management firm to make this study, which 
is unusual because that is a rare case in OSD where we have used a 
management firm, although there are some few others, but the reason 
that that was done at this particular time, and I am fairly familiar 
with this because I was working on it with the people in the Office 
of the Assistant Secretary of Supply and Logistics, which area of 
OSD has this work on the depot, is the people on their staff who 
otherwise would have done the study were engaged in a rather com- 
prehensive study in the field of transportation, trying to improve the 
single manager for transportation and doing a number of studies 
along that line. 

The people who otherwise would have made this study they felt 
were fully preoccupied with priority projects. They did not want to 
pull them off to do a study of the ordnance depot, so one of the 
reasons for this was the fact that the people who would have done the 
job were fully loaded with work at the time. 

Mr. Gross. Let’s have the other reasons. 

You say one of the reasons. Let’s have all the reasons. 

Mr. Ler. I don’t know about this particular case, but one of the 
reasons sometimes that you might want a management contract when 
otherwise you would do it with your own people would be that if there 
had been strong differences of opinion on a certain subject, you might 
feel that some outsider could give you an objective view that didn’t 
depend on previous opinions one way or another. 
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I don’t know how much that entered into this particular case. I 
think the primary reason was that the staff of supply and logistics 
was quite loaded with work, and while my memory doesn’t cover all 
the details of it, we did have one man full time from our staff on 
the studies that they were doing and there were about 10 or 12 of 
them working for about 3 or 4 months on this transportation study. 

I could for the record get more details on that, but that was given 
as I understand it, as the chief reason for the contract in this case. 

Mr. Gross. Therefore, you are telling me that in all the Ordnance 
Corps, you did not have the people who could make a determination 
as to the necessity of abandoning this depot / 

Mr. Ler. No, sir; I didn’t mean to convey that. What I meant to 
convey was with respect to the Secretary of Defense’s own staff; that 
is, the staff in his office and in his area. 

Mr. Gross. All right, then. 

What about the ordnance people in the Army ? 

Mr. Ler. I think the Secretary had their recommendation before 
him at the time and felt that he wanted to go further and get other 
recommendations. 

Mr. Gross. In other words, what the Secretary was after was the 
kind of an answer he wanted? He hired a consulting firm to give 
him the answer he wanted. 

- Ler. In my opinion he wanted more factual information than 
e had. 

Mr. Gross. Do you mean that the ordnance people in the U.S. Army 
could not give him factual information? It is a pretty sad and sorry 
state of affairs if we are maintaining an Ordnance Corps in the 
U.S. Army of the magnitude that we have handling ammunition 
depots all over the country who could not give him factual infor- 
mation. 

Mr. Ler. I would certainly not want to give the impression that 
they would not give factual information. In fact, I have learned 
over a period of years that you can get information on most anything, 
but I think in this particular case what was really involved was that 
his own staff was tied up, that the Assistant Secretary of Defense, 
Supply and Logistics, advised him that there was need for a further 
study of this, and that they did think that the best way was through 
a management firm. 

Mr. Gross. I am not going to take the time of this committee nor 
of this hearing to read you Secretary McElroy’s letter to me, but he 
in no way uses any such argument as that in justification for his 
going out and employing a private consulting firm to approve the 
abandonment of the San Jacinto Ordnance Depot. 

T would be glad to show the letter to you, for in no way does he 
indicate that the people he would otherwise employ were engaged on 
some high priority project. That isn’t the answer at all and I think 
you know it. 

What happens to the morale of responsible and qualified people 
already on the Federal payroll, in uniform or civilians, when officials 
such as McElroy go out and hire management firms to tell them 
what to do? What happens to the morale of those people? 

Mr. Davis. Mr. Secretary, one of your statements Is: 
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To date, no report of uneconomical contract operations resulting from our 
administrative controls has been submitted. 

Our staff has noted that at Fort Devens custodial work was con- 
tracted out at a price in excess of that paid when the Government 
was using its own staff, and then in another instance at Dover Air 
Force Base, our staff noticed some work going on there and they were 
told that if ceilings were available the airplanes there would be washed 
down by Government personnel rather than on contract. 

Then in another instance the planning division in the Boston Navy 
Shipyard had to go out on contract with firms in New York and 
Philadelphia to get draftsmen to work alongside the Navy career 
draftsmen, and the only problem was the contract people had been 
paid considerably more, including $60 a week living expenses. 

Those are some instances of that kind of operation. I wanted to 
mention that to you in connection with your statement. 

Are you familiar with those instances or any others like them ? 

Mr. Jackson. I am not familiar with the details of any of those 
instances. The statement. that I made was that if such instances 
arose, the services were invited to bring them to our attention. 

Mr. Davis. Pursuant to that invitation, none had come to your 
attention ? 

Mr. Jackson. That is my statement; yes, sir. 

Mr. Davis. We know of those and I wanted to mention those. 

Further on, Mr. Secretary, where you were discussing contracting 
policies, do your contracting policies control in any way the salaries 
and fringe benefits which a defense contractor may pay ? 

Mr. Jackson. Yes, sir. When it has been determined that a con- 
tract will be resorted to there are controls and policies prescribed 
and procedures with respect to the items that you have mentioned, and 
I would like, if you want to have further elucidation on that, to call 
on a representative from the office who has the responsibility for that, 
Mr. Bannerman. 

Mr. Davis. If you will. 

Mr. Bannerman. There are a variety of ways in which we can 
control costs on contracts, all types of costs, including those that re- 
late to compensation, benefits, and so on. Principally, we seek to do 
this by creating the kinds of contracts that will give the contractor 
the most incentive to keep his cost down. We greatly favor the fixed- 
price type of contract. 

The lower the cost, the more profit the contractor makes, and hence 
the more he is likely to control his own cost. 

Nevertheless, we are getting into a progressively larger field of 
research and development where it is impossible to make fixed-price 
types of contracts. We have to make contracts of the cost reimburse- 
ment type. 

We have just recently published a revised set of contract cost prin- 
> Se that are instructions to all of our people, all of our contracting 
oflicers, auditors, and our administrative contracting officers, on what 
types of costs should be allowed 

Mr. Davis. Could you furnish usa copy of that? 

Mr. Bannerman. I will be glad to, Mr. Chairman. 

It isa rather bulky thing, so I know you won’t want it in the record. 

Mr. Davis. Will vou furnish one to the staff? 


MANPOWER UTILIZATION IN THE FEDERAL GOVERNMENT 373 


Mr. BannerMan. Yes, I will be glad to. 

We deal in these contract cost principles specifically with compen- 
sation and fringe benefits. They are of course generally allowable 
items of cost, but they, like everything else, are subject to the test of 
reasonableness and allocability of our contracts. 

We have specific tests of reasonableness spelled out in some detail 
in these contract cost principles and I think your staff will be able to 
review those for you. 

Mr. Davis. Just give us a little summary of it, if you can, not in 
great detail, but the principles involved. 

Mr. Bannerman. I will be glad to. 

All compensation needs to be reviewed to determine those types of compensa- 
tion which appear unreasonable or are otherwise out of line. Certain condi- 
tions give rise to the need for special consideration and possible limitation as to 
the allowability where the amounts appear excessive. Among such conditions 
are the following. 

The first of these is compensation to owners of closely held cor- 
porations. I won’t go into that because I don’t think that is involved 
here: second : 

Any change in the contractor’s compensation policy resulting in a substantial 
increase in his level of compensation, particularly when that was concurrent 
with an increase in the ratio of Government contracts which he held, any change 
in his treatment of allowability of specific types of compensation, 
and then we look also especially into those cases where the contractor’s 
business is such that his compensation levels are not subject to the 
restraints normally occurring in the conduct of competitive business; 
in other words, the contractors who are principelly involved in Govy- 
ernment work. 

Tn all of those cases our auditors who audit all cost-reimbursement 
types of contracts are cautioned to look very carefully to make sure 
of normal, reasonable levels, and that those levels applicable in the geo- 
graphical areas and industries that we are doing business with are not 
exceeded. 

Mr. Davis. Your procedure then, as I understand it, is to audit the 
costs that are submitted to you by the contractors with a view to de- 
termining whether or not they are excessive. 

Mr. Bannerman. That is correct. 

Mr. Davis. And you go into that in enough detail to be sure that 
they don’t get by with excessive salaries and fringe benefits 

Mr. BannerMAN. It certainly is the policy to do so. I may say 
that this isa very tricky field. 

Mr. Davis. Is it actually done / 

Mr. BANNERMAN. The audits are being performed on all cost- 
reimbursement types of contracts. 

I think I can say to you that that is being done. There is no 
question about it. 

Mr. Davis. And you are getting the results by doing it / 

Mr. BannerMan. That is correct. 

When it comes to the question of what is an exactly appropriate 
level of compensation, this is not an easy thing and not necessarily 
one on which two competent people would agree, so I think that 
perhaps there may be some variations in judgment that occasionally 
creep into cases, but the review is made. 
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Mr. Davis. And you feel that you are getting satisfactory results ? 

Mr. BannerMAN. I think so. 

Mr. Davis. We had some testimony here this week about contrac- 
tors inspecting their own products. The policy under which that is 
permitted is made, I believe, in the Office of the Secretary of Defense, 
1s it not ? 

Mr. Jackson. Yes, sir. 

Mr. Davis. Are you familiar with that subject ? 

Mr. Jackson. Only in general, sir, but knowing of your interest, 
I requested particularly for this hearing of the Assistant Secretary’s 
Office that has cognizance to have someone here to speak to that point, 
and I would be very glad to have Mr. Bannerman call on him if you 
wish to go into it. 

Mr. Davis. Yes; we would like to. 

Mr. Bannerman. That is Mr. John Riordan, who is in charge of 
inspection and quality control policies. 

Mr. Davis. We would like to know what your policy is in that 
respect. 

Mr. Riorpan. Sir, the policy of the Department of Defense is first, 
that only the Government, that is only the Department of Defense, 
can perform acceptance inspection of any product purchased by the 
Department of Defense. 

However, the Department requires before a contractor delivers a 
product to the Government that the contractor adequately inspect that 
product to make sure that it fully conforms to the requirements of the 
contract. 

Mr. Davis. In the past has that been the custom, or has the Depart- 
ment itself carried on the inspection as the manufacturer of the 
product has been in process ? 

Have you made any changes in recent years in that respect / 

Mr. Rrorpan. Sir, fundamentally we have not made a change. We 
have not made a change in basic policy. We have, however, reac- 
centuated the importance of the contractors carefully inspecting prod- 
ucts before those products are delivered to the Government. So I 
would like to emphasize that the change, if there has been any, has 
been one of reemphasis of old policy rather than the institution of 
new policies. 

Mr. Davis. You say you have recently authorized a careful inspec- 
tion by the manufacturer? Is that what you said? 

Mr. Rrorpan. Yes, sir. 

We have reemphasized to the manufacturers their obligation to 
carefully inspect the product in accordance with the specifications. 

Mr. Davis. Have you reduced the inspection carried on by the De- 
partment ? 

Mr. Riorpan. Sir, in some instances we have reduced the amount of 
inspection. 

Mr. Davis. What is the reason for that? 

Mr. Riorpan. The reason is this: That if the quality of the product 
over a period of time has been proven to be very satisfactory, then the 
Government reduces the amount of inspection of that product. 

On the other hand, if over a period of time the quality has been 
proven to be less than satisfactory, then the Government increases 
the amount of its inspection. 
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Mr. Davis. Over what period of time? 

Mr. Riorpan. Ordinarily over the period during the initial stages 
of the contract. ; 

For example, if a contract is in effect for 6 months, and if the data 
that the Government accumulates statistically shows that the product 
is under control, is of good qaulity, then the Government reduces the 
amount of sampling applied to that product. 

On the contrary, if this initial data shows that the product is not 
satisfactory or is not as satisfactory as we think it should be, then the 
amount of inspection is increased. 

This is in accordance with certain rules that are published by the 
Department of Defense in the field of sampling. 

Mr. Davis. You feel that because over a 6-month period a producer 
may have had a good inspection record that justifies you then in pull- 
ing out some of your inspectors and leaving the responsibility up to 
the producer ? 

Mr. Riorpan. Sir, the motive in assigning inspection is to assign 
the greatest amount of inspection to the places where it is most needed 
Now, if, over a period of 6 months, a product has been proven to be of 
very satisfactory quality, in my opinion it would be justifiable to re- 
duce the amount of Government acceptance inspection. 

The rules by which this is done are quite clear and they are set forth 
in various publications of the Army, Tier, and Air Force. 

Mr. Davis. I have here a telegram dated October 20, signed G. F. 
Flavell, D-Ford-Approved for BAR by J.D. Deuse, addressed to 
— Navy Inspector, 1400 North Cameron Street, Harrisburg, 

a. 


You are authorized to remove military source inspection from all Pratt & 
Whitney aircraft parts manufactured at Thompson, Ramo-Wooldridge, Harris- 
burg, Pa., plant. These parts are covered by the following purchase orders, 
and then follows two columns here with part number and purchase 
order number, about 13 of them. 

What was the reason behind that, if you know ? 

Mr. Rrorpan. Sir, that is first of all a departmental problem and I 
am not acquainted with the details of the particular situation, but I 
would like to state the policy that guides the actions of the military 
departments in problems of that kind. The policy is essentially that 
the Department of Defense does the inspection job at the place where 
it can be done most effectively and most efficiently. 

T am speaking now of the source inspection job. 

If there are certain instruments and gages that can only be used at 
the place where the product is manufactured, then the product is in- 
spected at that place. 

However, if it is possible by various devices to inspect and test the 

roduct on receipt at the prime contractor's plant, then the inspection 
is done on receipt. The reason for that is that we have found that 
this is the most efficient and most economical way to do the job. 

Mr. Davts. I believe, Mr. Gross, you mentioned some instance of 
planes that were delivered that nha not fly. 

Mr. Gross. Yes. MeDonnell’s in St. Louis. 

Mr. Davis. How were they inspected ? 

What was the inspection procedure with reference to that? 
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Sl Gross. The chairman is asking you about the inspection in that 
plant. 

Mr. Rrorpan. I am sorry, I am not acquainted with the inspection 
at the plant. I am acquainted with the policies that guide inspection, 
but I am not acquainted with situations at specific plants. 

Mr. Davis. Your policy applies to everything and what we are in- 
terested in knowing is, does it work out? Is it sound? 

If you are getting planes that will not fly, something is wrong 
somewhere. 

Mr. Riorpan. Within all the knowledge that I have this set of polli- 
cies of which I am speaking has ion out very satisfactorily and 
has been very well received by both industry and Government people. 

By that I mean there has been a general feeling that the policies do 
make the best possible use of all of our resources. If there are partic- 
ular instances where the inspection has not been satisfactory, then I 
would like to look into those instances and get the facts. 

Mr. Gross. I have no doubt that the manufacturer is well satisfied. 
If he is able to inspect his own product and turn it over to you, I 
have no doubt that he is well satisfied, especially if operating on a 
cost-plus-fixed-fee basis. 

The question is, What are the taxpayers getting? 

Mr. Riorpan. Sir, I would like to reemphasize that only the Gov- 
ernment, that is, only the Department of Defense, performs acceptance 
inspection. The Department of Defense has not turned the inspection 
job over to the contractor. 

Mr. Davis. There is a lot of inspection that is necessary besides ac- 
ceptance inspection, is there not ? 

Mr. Riorpan. Yes, sir. 

Mr. Davis. Are you putting the sole responsibility for inspection on 
the part of the Government inspectors on the acceptance inspection ? 

Mr. Riorpan. No, sir. 
seers Davis. That is what you are talking about. You wind up with 
that. 

Mr. Riorpan. When I use the words “acceptance inspection” I am 
referring to the final decision acceptance, the final decision by which 
the Government says “Yes, this product is acceptable. We will pay 
for it.” The process of making an acceptance decision involves the 
evaluation of numerous amounts of data and various tests. 

Mr. Davis. It is possible for errors and deficiencies to occur back 
wey the line that acceptance inspection would not disclose, is there 
not 

Mr. Riorpan. No, sir. 

Mr. Davis. It is not possible? 

Mr. Riorpan. No, sir. 

Mr. Davis. You mean that it would not be possible for a manufac- 
turer to put in a piece of defective metal in a plane or in an engine 
without your being able to detect it on a final acceptance inspection ? 
That is too silly to even consider. 

Mr. Rrorpan. No, sir. The acceptance inspection refers to all the 
processes of inspection, including inspection during manufacturing. 

Mr. Davis. I want to get some detail here about what kind of in- 
spection vou have during the process of manufacturing. I have read 
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you this telegram here where inspection was called off on these air- 
plane parts. You said you did not know about that. 

I can understand why you would not be able to answer that on short 
notice this way, but you continue to talk about acceptance inspection 
and talk as though it was not necessary to do any inspection prior to 
acceptance. 

Mr. Riorpan. I am sorry, if I have given that impression, sir. 

Mr. Davis. That is the impression I have gotten. 

Mr. Riorpan. I am very sorry. 

The term “acceptance inspection” as I am using it refers to all 
those actions that are taken while a product is being manufactured 
to determine whether the product.is satisfactory. Therefore, the Gov- 
ernment maintains inspectors at various stages in the manufacturing 
process. 

Mr. Davis. That is what I had understood you did and what I am 
asking about now. 

Mr. Riorpan. Yes, sir. 

Mr. Davis. Have you established any policy of eliminating this in- 
spection prior to final acceptance? 

Mr. Riorpan. Absolutely no, sir. 

Mr. Davis. What is the explanation then of this telegram that I 
read to you? 

Mr. Riorpan. I assume that that telegram refers to subcontract 
inspection. This involved a situation where the Government is not 
a party to the contract. A prime contractor is buying from a sub- 
contractor. When the Government does subcontract inspection, the 
purpose is simply to protect itself, to make sure that the things that 
vo into the final product are satisfactory, and the Government does 
this in the place that the job can be done most efficiently. If it is 
done at the source, okay. If it is not, it is done at destination. 

Mr. Davis. There is one thing that I want to get information on. 

I have been informed that there were some 20,000 inspectors carry- 
ing on inspection work. I want to know this: Is the Defense De- 
partment, as a result of its inspection policies, replacing Government 
inspectors with contract personnel for the inspection of the products 

of the defense contractor ? 

Mr. Riorpan. No, sir. 

Mr. Davis. You are not? 

Mr. Riorpan. No, sir. 

Mr. Davis. Do you have all of the inspectors at work now who 
previously have been at work? 

Mr. Riorpan. Sir, there have been some reductions in inspection 
personnel. 

Mr. Davis. To what extent have there been reductions? 

Mr. Riorpan. I do not have personnel data, but within each of 
the departments the pereentages are different. 

Mr. Davis. I would like you to furnish that information for the 
record if it is not available here today. 

Mr. Rrorpan. Yes, sir. 
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(The information referred to follows:) 


Department of Defense—Procurement inspection personnel strengths 


1956 1957 1958 1959 1 
Military department: 


1 Data as of June 30. 


Mr. Davis. Mr. Secretary, I received a letter as chairman of this 
subcommittee, dated October 31 of this year, written by Mr. John N. 
Irwin II, indicating that you had an ad hoc committee work several 
weeks to investigate all aspects of the Military Assistance Institute at 
Arlington, Va. I suppose you are familiar with this letter which 
he wrote me. 

I want to ask you what were the facts developed by your group to 
point to a more economical operation in using a contractor ? 

Mr. Jackson. Sir, again as you have indicated, this is within the 
cognizance of the Assistant Secretary of ISA and, as I indicated 
the last time I was here, as a result of that letter and the exchange 
with this committee, we have a representative of Mr. Irwin here, and 
if I may I would like to have him speak to this point, Mr. Stanley. 

Mr. Davis. Very well. 

Mr. Srantey. Mr. Chairman, the ad hoe committee did examine 
all aspects of the school. 

I would like to say that on the question of comparative costs of 
inhouse as against contract operation, we know pretty well, within 
$1,000 or $2,000, what it costs to operate by contract. I say pretty 
well because this is subject to final audit. 

Sometimes expenses are disallowed or there are other adjustments. 
The problem of obtaining a detailed and exact estimate of what it 
would cost to operate this institution using active duty military per- 
sonnel and civilian personnel is a little harder to estimate accurately, 
because it depends on what assumptions you make about the grade 
and length of service of the personnel, what factors you assign for 
personnel administration and management. 

This might involve a new personnel clerk, a new secretary, in one 
of the personnel offices of the Government. It might not. 

There are several intangibles. The best estimate that we could make 
without making any allowance for these intangibles, in making what 
we thought was the most realistic assumption, namely, that the mili- 
tary personnel and the civil service personnel would be in the middle 
of their respective grades, was that the cost of this operation by con- 
tract. is a few thousand dollars less than it would be by the Govern- 
ment. 

Mr. Davis. Did you put your findings in writing? 

Mr. Srantey. Yes, sir; I have, and am prepared to give to the 
committee, if you so desire, a summary of the findings of the com- 
mittee. 
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Mr. Davis. I would like to have a copy of the findings and I would 
like to have a comparison of the figures by which you set up the cost 
under the contract method and by which you set up the cost under 
the method of doing it in-house with your military personnel and such 
civilian personnel as might have been necessary. 

Mr. Stantey. All right, sir. I have that. 

Mr. Davis. Will you let me have that ? 

Mr. Srantey. Yes, sir. 

(Two copies were provided to the subcommittee. Information re- 
ferred to is in the last two pages of the summary of findings.) 

Mr. Srantey. You will find a table on the last two pages, sir, the 
estimete used by the committee, but I again would like to stress that 
is only the best estimate we were able to make. I am not prepared to 
stand on it as the absolute figure of what it would cost to perform 
this operation by Government. 

Mr. Gross. Mr. Chairman, there wasn’t any qualification in Mr. 
Irwin’s letter, was there ¢ 

Mr. Davis. No; I don’t recall any. 

What it amounted to was a flat statement that “We are satisfied 
with it and we don’t intend to do anything about it.” 

Mr. Jowansen. Mr. Chairman, I have not seen the letter referred 
to, but has anybody said one way or the other point blank that it costs 
more or it costs less ¢ 

Mr. Davis. That is what. we are getting into now. 

Mr. Srantey. Mr. Chairman, in the top paragraph on page 2 of 
Secretary Irwin’s letter there appears this statement : 

Although the many intangibles and variables make precise cost comparisons 
difficult, particularly in view of the short time the school has been in operation, 
the currently available evidence points to greater economy and efficiency under 
contract operation in this particular case. However, we believe that the ques- 
tion of contract operations should be kept under review and we propose to do 
so each year, keeping in mind the views expressed by your committee. If it 
should be determined at any time in the future that it can be operated more 
efficiently and economically on an in-Government basis an appropriate plan of 
transition will be put into effect. 

Mr. Davis. I notice in your operation by contract you have recom- 
mended stafling of 33. 

Mr. Strantey. Yes, sir. 

Mr. Davis. And operation by Government you have recommended 
staffing 39,6 more personnel. What is the reason for that? 

Mr. Srantey. This is based, sir, on an analysis of one particular 
class in March 1959 at the school and a breakdown of the number of 
hours taught. I think it is important to recognize that although this 
course only lasts for 1 month, or approximately 160 hours, the actual 
number of hours taught in the course is 548 hours. This is due to the 
fact that classes are broken down by geographical and program 
specialties. 

Perhaps I can save the committee’s time by pointing out where 
that is discussed in the document which was handed to you. The cal- 
culation appears on pages 8 and 9. 

Mr. Davis. Let me ask you this: Where do these extra six personnel 
come in? 

Look down your list and tell me where they come in. 
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Mr. Stantey. On the top of page 9 this statement appears : 


The additional instructor that would be allowable if the MAI was operated 
by the military department is due to the workload currently carried by other 
members of the professional staff on the basis of their personal qualifications 
and background, but which would not be normal, under Government operation, 
plus allowances for nonproductive time, for example, service on boards, com- 
mittees, courts-martials, et cetera * * *. 

Mr. Davis. You have too much language there. 

Mr. JoHansen. What does that mean / 

Mr. Davis. I want to know the same thing. 

You have too much language there. Tell me where the additional 
personnel come. 

Mr. Srantey. You mean how do we explain the fact that this 
would be—— 

Mr. Davis. In each one you have one director. You have one secre- 
tary. Point out where the additional personnel come in. 

Mr. Srantey. I am sorry, sir. I didn’t understand your question. 

They are all in the instructor category. 

Mr. Gross. You mean there are five of them. There is one more 
somewhere else. I donot know where. 

Mr. Davis. You have “cost, instruction group, operation by con- 
tract, $48,000.” You have the same item over here, “Operation by 
Government, $84,700.” 

Why the difference ? 

Mr. Stranuey. Because the current instructional workload can be 
performed by the six instructors by contract, supplemental by the 
administrative people on the staff who, because of their personal back- 
grounds, are qualified to teach in their subjects, which would not be 
available in the normal kind of administrative personnel who would 
be assigned to the school under Government. 

Mr. Davis. Why would you need 11 under operation by Govern- 
ment where you can use, 6 under operation by contract ? 

Mr. Srantey. We have six by contract plus the equivalent of two 
and a fraction instructors contributed by the remainder of the staff. 

Mr. Davis. Contributed how and by what remainder of the staff? 

Mr. Srantey. By the other personnel such as the director of in- 
struction himself, the research coordinator, the director of operations, 
the librarian, people who are not carried as instructors, but who do 
perform instructional duties. 

Mr. Davis. You have corresponding personnel over here in opera- 
tions by Government, do you not, Mr. Stanley ? 

Mr. Srantey. Yes, sir. 

Mr. Davis. You have a director over here and these others that 
you mentioned. Why could they not do it? 

Mr. Srantxy. Because if we were to request military services to 
furnish an officer qualified to be in charge, say, of program schedules, 
I am sure we would get one who was so qualified. We would be very 
fortunate, sir, I think to get one who also had had experience in the 
field which qualified him to teach about country team operations—— 

Mr. Davis. Well, these people you have over here are people who 
used to be there and are retired. Is that not practioally the only 
difference between them ? 

Your instructors over at the Institute are former military officers 
who are now retired ? 
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Mr. Srantey. Yes, sir. 

Mr. Davis. What has qualified them any better to do these things 
than those that are now in service ? 

Mr. Srantey. I am not quite sure whether you are still talking 
about the difference between the-—— 

Mr. Davis. You are talking about differences that you say exist, 
that for instance you have a director who could furnish additional 
services here to the instructors. You have a director up here. You 
have the corresponding officials all the way up and down the line. 
Your instructors over ie are former military officers who are now 
retired. They certainly are not any better qualified—that is, if they 
are, I would like to know how—than those who are now in active serv- 
ice. They are the same type of people. They have probably had the 
same type of experiences and instruction, and if anything, these that 
are now in service ought to be better qualified than those who have 
been out for some time, because they are in contact with the new de- 
velopments and the latest activities. 

I just do not see how these that are out and on retirement could be 
any better qualified than these now in active service, and I want to 
know how. 

Mr. Stantey. We believe that the personnel that we are now teach- 
ing there are better qualified than the average active duty officer who 
would, not might, but would be assigned to the schools, under Gov- 
ernment operations. This is because thi military departments are 
understandably reluctant to have a man repeat a tour in the same area. 

Mr. Davis. It makes no difference, then, to the Defense Department, 
the extra cost you may incur. 

You have not put in one item over here in your operation by con- 
tract, which is a charge against the taxpayers; and that is the retire- 
ment benefits which these people get. How much retirement does 
this director draw in addition to his $14,500 salary ? 

Mr. Gross. Who is the gentleman sitting over there next to you? 
Is he one of Flanagan’s men or one of your staff ? 

Mr. Srantery. This is Col. Marshall E. Baker, USAF, who is Act- 
ing Director of the Office of Manpower and Training in Secretary 
Irwin’s Office. 

I might say, sir, that here is a good example of what I am talking 
about. Colonel Baker has had MAAG experience, he has a graduate 
degree, I believe, and would be well qualified to teach at the Military 
Assistance Institute. But it is a rarity that we can get people of this 
qualification. It makes it difficult to get enough of them to fill the 
requirements for the unified commands, for our office, for each of the 
service offices who administer this program, to be able to count upon 
having personnel with field experience and military assistance experi- 
ence availabie for teaching duties at the institute. 

Mr. Gross. Let us have an answer to the chairman’s question of 
how much more you add to that $14,500. 

Mr. Davis. It is something over $6,000 retirement, is it not? 

Colonel Baker. Yes; it is $6,027. 

Mr. Gross. How much retirement all the way down the line are you 
paying these people who are working over there in this operation by 


contract ? 
49942—60-——25 
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Mr. Srantey. Mr. Chairman, in considering this question of 
whether it was reasonable to add the retirement salaries now bein 
paid, it was our conclusion that the only way in which this coul 
em be added is as against the alternative of recalling these in- 

ividuals to active duty, which would, while they were so recalled, 
stop their retirement. 

Mr. Gross. I have it added. It totals $84,100. And that, added 
to your $194,740, would be considerably more than the $236,000 figure 
you submitted as the estimated cost of operation by Government. 

I want to ask you one more question: It would have been possible 
to call every one of these retired instructors who are now on these sal- 
aries as well as drawing their retirement benefits, back to active duty, 
would it not, and put “ee to work operating this school ? 

Mr. Srantey. Sir, this is done only in extremely rare cases. 

Mr. Gross. I did not ask you if it was done. I said it could have 
been done, could it not ? 

Mr. Srantey. May I defer on that to some of the manpower and 
personnel representatives ? 

Mr. Gross. I want an answer to the question. 

Mr. Jackson. The authority to recall all retired officers and mem- 
bers of Reserve components has been discontinued. 

Mr. Gross. Why was it discontinued, Mr. Secretary ? 

Mr. Jackson. The Universal Military Training and Service Act 
was amended by adding section 21 during the Korean conflict. How- 
ever, this authority to involuntarily recall these officers terminated on 
July 1, 1953. At the present time, there is no authority except in 
time of war or national emergency declared by the Congress to recall 
the retired Reserve officers to active duty. Retired members of the 
Regular Army and Air Force may be ordered to active duty by the 
President. Retired members of the Regular Navy and Marine Corps 
may be ordered to active duty by the Secretary of the Navy in time 
of war or national emergency declared by the President. 

However, it is not unusual, sir, that retired officers do come back to 
active duty by mutual agreement of the individal and the department 
that wants the services. 

Mr. Davis. In that connection, General Newton testified that he 
would have been glad to be called back to active duty. 

Mr. Jackson. That bears out what I am saying. He was willing 
to come back, apparently. 

Mr. Davis. When he was testifying before this subcommittee, Mr. 
Scott asked him the question, “What would have been your reaction to 
returning to active duty, General Newton ?” 

“I would have returned to active duty, sir, for this particular pur- 

ose.” 

Nobody asked him to. No effort was made, was there? 

Mr. Jackson. I was addressing myself to the authority to involun- 
tarily recall, as I recall. Where it is mutually agreeable, the parties 
can and frequently do come back. 

Mr. Stantry. Mr. Chairman, I do not want to say we cannot do it, 
because it is quite conceivable that at some future time we will want 
to operate this institution as a Government operation. 

Mr. Davis. You have not shown any disposition to do it so far, and 
I do not think you ever will unless public sentiment gets so hot in 
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behind you that you will have to do something to show that you are a 
little interested im saving the taxpayers’ money. 

Mr. Stantey. Mr. Chairman, saving the taxpayers’ money is one 
of the reasons this school was established in the first place. 

__Mr. Davis. I do not see how this saves money. It looks to me as 
if it has greatly increased the cost. 

Mr. Gross. Is it not true that what you are doing here is getting 
around the dual compensation law ? 

Mr. Sranuxy. No, sir. There are, I believe, 11 officers on the staff 
who have had previous military service. 

Mr. Gross. You did not say AG service, did you? 

Mr. Stantey. No, sir, but several of those—— 

Mr. Gross. You bet your life you did not, because a year ago there 
were only a few on there, two or three that had had any previous 
MAAG experience, if I remember the record correctly. I am willing 
to be corrected if you had more than that. Have all your officers at 
the school now had MAAG experience; all your instructors? 

Mr. Sranuey. In answer to your question, Mr. Gross, about the dual 
compensation, I believe there are only five or six who would be subject 
to dual compensation restrictions if they were directly employed by 
the Government. 

Mr. Gross. They are topflight, are they not? 

Mr. Sranuey. Yes, sir. General Newton, for example, director of 
the school, is a retired Reserve officer. I have seen in the file a letter 
from the appropriate meer officer stating that these restrictions do 
not apply in his case, because he is not a regular retired officer. 

Mr. Gross. How many of your instructors now have had previous 
MAAG experience, of the top echelon? 

Mr. Sranuey. Let me see, sir. 

Mr. Gross. Maybe we can get at it in a different way. 

Do you still have the same staff ? 

Mr. Sraniey. There have been one or two personnel changes, sir. 

Mr. Gross. I am talking about MAAG experience in the field, not 
experience gained in the Pentagon, if any. 

Mr. Srantey. On pages 17 and 18 of the hearings before this sub- 
committee last year there was furnished a list of the retired personnel, 
and their general background and experience. I count 6 out of 12 
as listed in those hearings as having MAAG experience overseas. 

Mr. Gross. Direct MAAG experience? 

Mr. Srantey. Yes, sir. 

Mr. Gross. Have you signed a new contract with Dr. Flanagan? 

Mr. Srantey. When the contract came up for renewal last year, we 
renewed the contract, but with provision for termination on 1 month’s 
notice and with an appropriate provision so that the facility now 
operated by them weal be fully available to the Government if we 
should decide to operate it as a Government institution. 

Mr. Gross Under the terms of this 30-day clause contract, what are 
you paying him as a fee, percentagewise ? 

Mr. Srantzgy. The fee is $17,000, on which I would have to compute 
the percentage, and this is subject to final audit by the applicable 
service audit agency. It has changed, as I remember, between 6 and 7 
pe I do have the estimated dollar value here, subject to final 
audit. 
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Mr. Gross. That is, 6 or 7 percent of $194,000 ? 

Mr. Srantey. $17,726 is the fixed fee under the current contract. 

Mr. Jowansen. Is there any penalty to the Government in case of 
cancellation of the contract on this 1-month basis? 

Mr. Stantey. No, sir; no penalty. 

Mr. JoHansen. What portion of the total annual contract becomes 
due? Just the pro rata portion of the length of time ? 

Mr. Srantey. Yes, sir. It is prorated, and in addition the con- 
tractor has the obligation to cooperate in every way with the Govern- 
ment in insuring that the transition is effected as soon as possible. 

I would like to say, sir, in response to Chairman Davis’ comment 
as to what was needed to make a transition: One thing which I think 
would be very influential is, if we make progress in the direction of 
getting recognition for some kind of limited career pattern among 
military people in the fields of MAAG duties, attaché duty, and duty 
of that type with the unified commands and here in the Pentagon, 
there would then be a pool of personnel with applicable field expe- 
rience who would be available and fully qualified for this duty, and as 
we make progress, as we hope to, in that direction, I think this will 
be a very important factor. 

Mr. Gross. How does your contract compare with last year, aside 
from the 30-day clause? It it the same? 

Mr. Srantey. Just about the same, sir. The cost is the same. 

Mr. Gross. The fee is the same? 

Mr. Sraney. The fee is the same. 

ae. Gross. The payoff, in other words, to Mr. Flanagan is the 
same ? 

Mr. Srantey. Well, the American Institute for Research is a non- 
profit research organization 

Mr. Gross. I have heard that before. It is not nonprofit to Dr. 
Flanagan personally. He is taking an override of 6 or 7 percent out 
of this thing. It is not nonprofit to him, exactly. 

What is the present enrollment of the school ? 

Mr. Srantey. The current class is class No. 14, and I believe the 
figure is 118 students. 

Mr. Gross. 118 in the present class ? 

Mr. Srantey. Yes. 

Mr. Gross. Have the other classes been averaging about the same 
number ? 

Mr. Stantey. We graduated class No. 13 a few days ago, and the 
total graduates to date are something like 1,273, which would be 
slightly less, but only a fraction less, with a target of 100 students 
per class. 

Mr. Gross. Is the school now recessed for Christmas as it was last 
year about this time? 

Mr. Srantey. It has a class in progress at the moment. I am not 
sure of its exact termination date, 

Mr. Gross. They adjourned early last year for Christmas. 

Mr. Srantry. I think it has 2 more weeks after this week, and then 
I believe there will be a week or 2 weeks before the next cycle starts. 

Mr. Gross. They were sitting on their hands about this time last 
year and were going to continue to do so until after Christmas. Ap- 
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arently the MAAG program can afford to sit still several weeks at 

hristmastime. 

Mr. Srantey. Mr. Gross, the staff of the school has made a great 
effort to keep their program of instruction responsive to both the 
changes in the program and the numerous comments that we have 
received from the field. When one cycle closes on Friday with grad- 
uation and the other begins at 8 o’clock on Monday morning, there 
is not time to perform the research, the revising of course outline, 
selection of training aids, that need to be done to keep the school the 
way we would like to have it. 

Mr. Gross. Are your instructors kept up to date? 

Mr. Srantey. Yes, sir, they work very closely with the people in 
our office who are actually running the program. At the moment, 
pursuant to the recommendations of the President’s Committee, the 
Draper Committee, we are revising substantially our programing 
procedures for military assistance. 

Mr. Gross. Did the Draper Committee get into that too, into this 
military training institute? 

Mr. Strantey. Yes, sir. 

Mr. Gross. And they gave it a clean bill of health, I assume, with- 
out even asking you questions? They seem to be for anything that 
entails some more spending on some kind of a foreign mission. 

Mr. Srantey. I would hope and expect that every class that grad- 
uates from the school saves a good deal more than the cost of putting 
it through that school, in terms of improved manning, because the 
Congress has been often critical of overprograming and underutiliza- 
tion. Where we have a man sent to a short assignment overseas of 
18 months, depending on the circumstances, it often took him from 
3 to 4 months to learn his job well enough to become fully effective. 
If we can now make it so that he learns his job within a month after 
he arrives there, it is a substantial saving. 

Mr. Gross. How did the Draper Committee get into this matter 
of the MAAG school? Do you know? 

Mr. Stantry. No; I do not know, sir. They were considering the 
program. Thisis an important part of it. 

On page 6 of the document which I handed you, I have abstracted 
from the Committee’s final report what they said about the school. 

Mr. Gross. How long do you plan to continue this school ? 

Mr. Srantey. I think the need for the school will continue as long 
as there is a program. As the level of funding for the program gets 
austere, the effective management of it, utilization of it, and selection 
of priorities by the people overseas becomes even more important. I 
would expect that the school would continue as long as there is a 
sizable military assistance program. 

Mr. Jonansen. Will the gentleman yield? 

Mr. Gross. Yes: of course. 

Mr. JouanseNn. Does the training program of this school go into 
the problems of the exploding population in these countries in which 
MAAG serves? And are they in their training implementing the 
recommendations of the Draper Committee on the resolution of that 
great problem ? 
~ Mr. Srantey. I am sure that the general problems of the so-called 
world population explosion are included in the general and very 
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quick survey of social, cultural, economic, and political backgrounds 
of the countries where these people are being sent. But I am sure 
the military assistance program and the institute are in no way di- 
rectly concerned with any efforts to deal with that particular problem. 

Mr. Gross. Do you propose to continue this school as a contract 
operation? Is that right? 

Mr. Srantey. No, sir. In making his determination that he did 
not wish to order a shift at this time, Secretary Irwin was very care- 
ful to state that he did not wish by so deciding to foreclose the possi- 
bility of a transition in the future. I am sure that one element in 
his thinking was that, as you are perhaps aware, our office is being 
reorganized pursuant to the Draper Committee recommendation. 

Mr. Gross. Which office is that ? 

Mr. Srantey. The Office of the Assistant Secretary for Interna- 
tional Affairs. 

Mr. Gross. And that is Mr. Irwin? 

Mr. Srantey. Yes, sir. 

Mr. Gross. And you are assistant? 

Mr. Srantey. Yes, sir. 

Mr. Gross. What is your previous experience in international af- 
fairs, if I may ask? 

Mr. Stantey. I worked for the Defense Department for 2 years. 
I worked on the White House staff for 2 years. I have done graduate 
study in both law and political science. 

Mr. Gross. But you have not been with the State Department or 
the ICA or any of the rest of these departments or agencies, especially 
the foreign boondoggle agencies? You have not been with them? 

Mr. Srantey. No, sir. 

Mr. Gross. Tell me, if you will, please, what is the per square-foot 
rent for the property over there ? 

Mr. Stantey. There are 15,870 square feet. This breaks down into 
a per-foot cost, including the initial cost of reconversion, of about 
$3.75 a square foot. 

We are informed that the cost of comparable space, at least under 
GSA, runs from $4.50 to $6 a square foot. 

Mr. Gross. Is that for lockerroom, basement space for which the 
GSA gave you that figure? That is what you have over there, is it 
not, most of it ? 

Mr. Srantey. That is basement space that could not be otherwise 
utilized ; yes, sir. 

Mr. Gross. Is that figure that GSA gave you—well, of course, the 
question answers itself, I think. 

Mr. Stantey. That figure, $4.50 to $6 is for first-class administrative 
space—— 

Mr. Gross. Sure, and you are in a basement, are you not? 

Mr. Strantey. Yes, sir. But we converted it; and including the 
coe of converting it to first- or at least second-class space, it is only 

75. 

Mr. Gross. And you still do not see any available space in the 
Pentagon, in spite of the reduction in manpower, in which to set up 
this school ? ; 

Mr. Srantey. Our office is currently ae problems regarding 
150 square feet of a Mr. Gross; 15,000 I think would not be 
manageable within the Pentagon. 
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Mr. Gross, Mr. Jackson, can you tell me how the Joint Chiefs of 
Staff came by their expanded space ? 

Mr. Jackson. I can tell you it caused a lot of reverberations to ac- 
commodate to the adjusted space, sir. It resulted in chain reaction in 
which several people had to move, and some of our own staff had to 
move upstairs, and caused quite a bit of difficulty in planning. I think 
it is true that as of the present time, any attempt to acquire space of 
this proportion would not be at all feasible. 

Mr. Gross. But there is space in the Pentagon for them, apparently. 
To them that has in the Pentagon there is space, and expanded space, 
with the taxpayers called upon to go out and rent space in an ‘we. 
ment building in order to house a military training program. at 
is about it, is it not ? 

Mr. Jackson. I am sure you are entitled to your opinion on it, sir. 
I do not believe it would be feasible under the present conditions in 
nore Pentagon to find space of the proportions that have been indicated 

ere. 

Mr. Srantxy. We investigated this aspect, Mr. Gross, and found 
that there were pending—that is, unfilled defense requirements in the 
District of Columbia area for space, exceeding 100,000 square feet. 
In addition to that, the Defense Department, I am informed by the 

roperties and installations people, now occupies over 8 million square 
eet of space, under the General Services Administration, of which 
almost half is scheduled for demolition or release. 

So I do not think that we can divorce the space problem for the 
institute from the larger space problems of the Department. We 
have to turn to the people who manage the space departmentwide, 
and these are the answers that they gave us. 

Mr. Gross. Personally, I hope you will exercise your option to ab- 
dicate this cost-plus contract and get this in the hands of the military. 
bg have people over there, I am sure, that are competent to handle 
this. 

While I am on this subject, Mr. Chairman, if I may, I would like 
to ask the Secretary to provide for this record the reason for the em- 

loyment of a consulting firm with respect to determining the aban- 
em of the San Jacinto Ordnance Depot, and the cost of that 
private consulting firm. 

I would also like for purposes of this record, if you do not mind, 
what the Defense Department is doing in the disposal of $120 million 
worth of ammunition at San Jacinto. 

Mr. Jackson. I would not mind at all, sir, getting all of that infor- 
mation for you that I can and submitting it for the record. 

Mr. Davis. It will be inserted in the record. 

(The information referred to follows :) 


SaN JACINTO ORDNANCE DeEpoT 


In connection with the closing of the San Jacinto Ordnance Depot and its 
outloading terminal, section 109 of Public Law 85-685, approved August 20, 1958, 
authorized and directed that the San Jacinto Ordnance Depot be disposed of 
unless the Secretary of Defense finds after due investigation that such action 
would be inimical to the national security. 

In order to assist him in his investigation and to be assured that all possible 
avenues of inquiries were employed, the Secretary of Defense determined that 
the total Army, Navy, and Air Force mobilization requirements for ammunition 
outloading and storage in the United States would have to be evaluated against 
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total available facilities before a decision could be made with respect to the need 
for San Jacinto. He further determined that an expert and objective analysis 
of the total requirements and assets by an outside source, in conjunction with 
the OSD staff, would best serve the interests of the Government. 

The regularly employed personnel of the Office of the Secretary of Defense, 
who were qualified to make this type of study, undertook that portion of the 
analysis involving the total requirements for ammunition storage facilities in 
the United States. Since this storage facilities study was being conducted in 
addition to their normal activities, there was insufficient OSD staff time available 
to complete both the outloading terminals and storage facilities studies in time 
to satisfy the congressional desire for a report by February 1, 1959. It was, 
therefore, decided to retain the services of Booz, Allen & Hamilton, a manage- 
ment consultant firm with outstanding qualifications and of national reputation, 
to undertake the study of the San Jacinto Ordnance Depot along with all other 
ammunition outloading terminals. This phase of the study required the full 
time of several people for approximately 3 months because of the detailed data 
required and that an onsite survey of 22 terminals had to be conducted to arrive 
at sound conclusions and recommendations. 

In the meantime, the regularly employed personnel of OSD were, in addition 
to the ammunition storage facilities studies, engaged in projects covering other 
areas of transportation, storage and warehousing. These projects included the 
field analysis of the application of preservation, packaging, and packing; a field 
survey of depots in the Southwest, west coast, and Central States to determine 
space utilization and feasibility of partial inactivations; a study of depot 
procedures to determine areas where improvements could reduce order and 
shipping time; transportation aspects of the logistics systems study project, 
phase II; study of the Military Air Transport Service structure and activities; 
and operation of military ocean terminals. 

The cost of the contract with Booz, Allen & Hamilton for this study was the 
sum of $45,000. 

The disposition of the 69,000 tons of ammunition stocks stored at the San 
Jacinto Ordnance Depot is as follows: 

(a) Approximately 14,000 tons are authorized for demilitarization and will 
be disposed of ; 

(b) Approximately 30,000 tons of serviceable ammunition will be issued to 
customers in the United States and overseas; 

(c) The remaining 25,000 tons for which there are no anticipated customer 
demands prior to the inactivation date will be shipped to the closest depot 
having available space. 

Mr. Jackson. Could I address the Chair off the record for a 
moment ? 

Mr. Scorr (presiding). Yes. 

(Discussion off the record.) 

Mr. Scorr. Mr. Stanley, referring to the contract, was this 30-day 
termination provision unusual as Government contracts go? 

Mr. Stanuey. I would like to refer that question to Mr. Bannerman. 

Mr. Bannerman. A termination provision at the convenience of 
the Government is common in almost any contract. 

Mr. Scorr. Then, that is a common thing? 

Mr. Srantey. Yes, sir. 

Mr. Scorr. Is it in all Government contracts? 

Mr. Bannerman. All Government contracts provide for termina- 
tion for the convenience of the Government. _ However, the standard 
clause in that respect provides that the Government will pay what- 
ever costs there may be of the termination action. 

I think the contract I have just heard sounds as though there has 
been a waiver of any costs after that 30-day period, and I would say 
that is a little unusual. 

Mr. Stantey. Mr, Chairman, could I amplify that ? 
Mr. Scorr. Yes. 
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Mr. Srantry. As to this particular contract, it was our thought 
that should we exercise the option to make a transition, there could be 
a substantial period of transition in which the number of contract 
personnel would be gradually reduced as their places were taken by 
military or civilian personnel as they became available, rather than 
abrupt termination. During this period the Government would, of 
course, pay the contractor’s termination costs, but there is no penalty 
cost in exercising this option. 

Mr. Scorr. Referring to the report of this committee dated July 20, 
1959, another recommendation made in that report was made to De- 
fense to appraise its policies and those of the military departments 
relating to contracting out of work historically performed in the De- 
fense Department. 

What if anything has been done about this? 

Mr. Ler. If I may respond to that, Mr. Chairman. 

Defense is now operating under the Bureau of the Budget’s circular 
governing a certain type of contracts, management and operating con- 
tracts, and while that may not have come out subsequent to your 
report, it may have come out about the same time as your report. 
The military departments have revised their own regulations subse- 
quent to this, incorporating in their own regulations some of the pro- 
visions and some of the safeguards that were behind your thinking in 
your report or that are in the Bureau of the Budget circular. 

Mr. Soies What was the result if any ? 

Mr. Ler. With respect to certain kinds of contracts, contracts for 
personnel services, as distinguished from procurement or hardware 
contracts, while it is still too early to tell, I think we will see some 
decreasing trend in the dollar amounts and in the number in future 

ears. 
‘ Mr. Scorr. How many United States citizens does the Defense De- 
partment now have employed overseas ? 

Mr. Lee. I have that information, Mr. Chairman. The number is 
not large, of U.S. citizens. It is about 20,000 at present, of U.S. 
citizens. 

Mr. Scorr. Do all three military departments have the same policies 
regarding their overseas pg of U.S. citizens? 

Mr. Lee. In general, yes, I think so. I would like to ask Mr. 
Wheeless, who is head of our office of civilian. personnel policy, to 
amplify this as to the differences between the military departments. 

Mr. Wueetess. Mr. Chairman, the policies are substantially the 
same with respect to employment and utilization of U.S. citizens 
overseas. 

Mr. Scorr. When a U.S. citizen returns from an overseas job, is he 
guaranteed another job in the Federal Government upon his return ? 

Mr. Wueetess. Insofar as it is possible for us to do so under the 
present status, Mr. Chairman, he is. There can be no absolute assur- 
ance if there is no vacancy at the present time. But to the extent that 
we can do that, the military departments all three have programs to 
place these people in jobs within their installations in the States, and 
those programs even go so far as to require the freezing of vacancies 
in installations until the individual is placed who is returning from 
overseas, 
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Mr. Scorr. A strict guarantee of such reemployment might be in- 
consistent with good manpower utilization. 

Mr. Wueetess. As a matter of fact, Mr. Chairman, we have pend- 
ing a proposed piece of legislation which would permit us to effect a 
guarantee of reemployment for those people who satisfactorily com- 
plete tours of duty overseas. 

I would like to make it plain that that would not be such a strict 
opm as to require the displacement of people with greater rights, 

r example, to satisfactorily work within the States, either. 

Mr. Scorr. Might that result in a necessity to create a job, perhaps 
unnecessarily ? 

Mr. Wueetess. That would not be the intention of the legislation, 
Mr. Chairman. The legislation would provide a period of 90 days 
in which the individual could remain on the rolls while efforts were 
made to place him. 

Mr. Scorr. Do you think a guarantee of that kind would improve 
the quality of your employee services ? 

Mr. Wuee rss. We believe, Mr. Chairman, it would enable us to 
get more people with experience in the services in the States to take 
foreign assignments. We believe also that it would enable us to 
replace some of the people who have been in these foreign countries 
now for substantial periods of time and who really ought to be re- 
turned to the States. 

Mr. Scorr. Mr. Gross, do you have any further questions ? 

Mr. Gross. One other thing I would like to ask Mr. Lee in connec- 
tion with this Booz, Allen & Hamilton consulting firm: The number, 
nature, and cost of their contracts for the last 5 years. 

Mr. Lee. With the Defense Department ? 

Mr. Gross. Yes, with the Defense Department. 

Mr. Lee. Yes, sir. 

Mr. Genes, In any area of the Military Establishment, if you will, 

lease 

? Mr. Scorr. Gentlemen, thank you for your appearance and 
cooperation. 

Mr. Ler. Thank you, sir. 

Mr. Scorr. This will complete our public hearings for the week. 

The subcommittee will now adjourn, subject to the call of the Chair. 

(Whereupon, at 3: 50 p.m., the subcommittee was adjourned, subject 
to the call of the Chair.) 


x 


